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Business Highlights: 


ON A FOURTH-QUARTER PICKUP 


business scene was a bewildering mixture of 
weak statistics and strong sentiments. 

While such aggregate, price-influenced measures of 
activity as the gross national product were still in an 
uptrend, industrial activity had stopped rising several 
months earlier, and appeared to be in a slight downward 
drift. 

Forecasting devices such as diffusion indexes and so- 
called “leading series” were pointing heavily in the 
direction of approaching recession; and foreshadowing 
statistics of capital spending suggested an end of the 
rise in plant and equipment outlays, which had pro- 
vided much of the momentum of the preceding eighteen 
months. The book value of business inventories was 
growing, although sales appeared to have reached a 
peak several months earlier. 

The only notable strengths in the statistical outlook 
were a phenomenal rate of exports associated with the 
Suez crisis, and an evidently advancing rate of Federal 
Government expenditures for national security. 


\" ABOUT this time a year ago, the American 


The “‘Adiustment’’ Theory 

While analysts were much impressed with the pres- 
ence of classical signs of developing weaknesses in busi- 
ness, they were also impressed by a broad and sincere 
general optimism among businessmen. In the spring of 
1957 it was, in fact, still easy to make a case for a strong 
inflationary trend in the American economy —a trend so 
dominant as to convert what used to be called recession 
into “straight-line” adjustments. If certain industries 
could be expected to be hit squarely by an adjustment, 
others appeared likely to escape altogether. It was 
temporarily difficult to envision a serious general reces- 
sion that would take national activity down from its 
mid-1957 range. 

Indeed, the very fact that some industries were not 
enjoying boom conditions suggested that a correction of 
some kind was already taking place, and building 
strengths for the future. This reasoning was applied 
specifically to the automobile industry, where the figures 
were beginning to suggest that annual volume would be 
no higher than in 1956, instead of halfway back from 
1956 to the imposing heights of the 1955 market, as had 
been widely forecast when the 1957 models were in- 


troduced. 
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In addition, some unfortunate statistical accidents 
contributed to the impression that a correction of some 
consequence was already in process. Initial estimates of 
the seasonally adjusted rate of housing starts had shown 
a pronounced drop in the first three months of the year, 
followed by an equally sharp recovery in the early 
spring. Later revisions reduced the dimensions of both 
the decline and the recovery. Similarly, initial estimates 
of the “change in business inventories” component of 
gross national product pointed to a very sharp swing 
from accumulation to liquidation in the first quarter of 
1957. It was widely assumed, before the second-quarter 
figures appeared, that an inventory correction of some 
significance had occurred in the first half of the year. As 
in the case of housing starts, later revisions of the inven- 
tory figures showed no correction at all. 

Partly because of rising prices, and partly because of 
the inevitable publicity given to the dangers of inflation, 
the expectations of businessmen and consumers ap- 
peared to be temporarily undeflatable. From March 
until September of 1957, business sentiment became an 
independent influence on the trend of activity: securities 
prices rose considerably; production itself actually 
inched up; wholesale industrial commodity prices 
firmed during the summer; and business inventories 
continued to expand. 

During this six-month period, by far the majority of 
businessmen and analysts expected a pronounced 
“Tecovery” in the fourth quarter of the year, based on 
(a) an expansion of automobile sales and production 
with the introduction of new models; (b) a revival of 
inventory demand; (c) further growth in government 
expenditures; and perhaps (d) a further rise in construc- 
tion activity. As late as September, polls of executives 
and economists showed a heavy majority in favor of a 
fourth-quarter expansion. 


The Fourth Quarter Last Year 

Paradoxically, it was a noncyclical change in the situ- 
ation that helped to break up this artificial structure of 
expectations. Around midsummer, the Defense Depart- 
ment undertook across-the-board measures to reverse 
the upward trend of defense spending, in the form of 
contract cancellations, withholding of orders, and even 


1 See “The Revised First Half,’ The Business Record, September, 
1957, page 431 


174 


Rates of Change in General Business Measures 


Month-to-month percentage changes; based on seasonally adjusted data 


~ ass ae SOSNCOSEE CHOON TE CO OOU EOL RO NOL 
i ae re ES OR BES 
esses sezaernromroen ernenreeneets Sone ee Seeees a eteenncnncten tees 
x atorete 4 sents entetats SRK 
+2 s S beesese state seateannt sates Serato SHS vol Rotecanetacentene espeeenesreer KR 
q RY BSS RPO KKK KK Po eS 
4 bs PER KK KK PS co soe, 
" RRR RRR ¥ 
+4 Seen eeoreenes 
3 i 
wacecereceres ieee 
vasetetenonenen ebcbeeenene, 
SRR RK 
BERR 
+6 esoenneet econ 
SKRKK ESN ooo 
essetatets Batetetetatete 4 
UNEMPLOYED KERR KER RRO 
+ Seeee concen 
retetorere ores Siete ; 
8 (SCALE INVERTED) ie norman 4 
eeeseets ltstatetatenatens 4 
Rennes ees 
+10 eegeca raroncsestnstste® egttceet +10 
eaesesYotetateconnne sees 
etme caeey 
RRR RR KR y 
+12 ss atatetetecoeos +12 
RRReeeRs 
“al seotonececene, 
t Natonorenentats 
RR xoKKKND +14 
+14 ERK? 
steterececeneneces te 
RRR EY 
eho 
+16 OY +16 
+8 +8 
+6 +6 
+4 DEPOSIT TURNOVER) 14 
+2 
% q KF ret 0% 
" 4 
none x) 0 RRND 
POW) 
=2 eseeetes eee PRIN NRK | RKBKY — 2 
SOIR] Woret toteteretetetety CKD 
OMe iM ESR 555850 
worete ore OPS 0 SRK 
rocece ee) URREK NK "acatetes 
KXXRSY RRR C5 
-4 WR ite setetstet se 
R265 24 5 
Ka J 
ODO 
‘ BERKS 


rae 


RO 

0,9 9.0 

OF 

Necateee 

vecocereet 
3 
Ae 
6.¢, 
os 
S 


oN 
gee 


‘> 


vee 
a5 
re 
<I 
a 
vee 
2 
% 


6G CORO 
rat atenecee me =< <b 


LISI  TTee 
i aseecatatstuenen Satensnseceatann seneegneeeteeeen neeeemeaenens 
CORRS Setetetene x 4 


S 

05 

rae 

S 

ees 

x 

<> 

eetetatets 
setet 

ee 


PERSONAL INCOME 


ia iano Ne 


ao es fe) 


E yy, NEW CONSTRUCTION ACTIVITY NS 
> 
S64 US erry |(O 
EL ies ed Peel des coker 
oe) A Ss (e} N D J [2 M 


1957 1958 
Sources: Federal Reserve; Bureau of Labor Statistics; 
Bureau of the Census; The Conference Board 


So-called “sensitive” indicators of general business 
conditions, now widely used by forecasters because of 
their tendency to “lead” in cycle movements, also tend 


deferment of progress payments. For a short time, this 
blow to the business outlook was offset by an apparent 
upsurge in the rate of retail trade. But by early in the 
fall the retail trade statistics (which had been suspected 
by many as being not particularly meaningful during 
the summer) turned downward, carrying with them the 
whole level of general business sentiment. The long- 
awaited fourth-quarter uptrend turned into a sharp de- 
cline, as business expectations sought a level consistent 
with market conditions. 


Optimists’ Favorite Quarter 


What gives relevance to this tour through 1957 is an 
interesting set of similarities and differences in the pres- 
ent situation, with respect to forecasts for the fourth 
quarter of 1958. Since the turn of the year, expectations 
of a recovery during 1958 have been widespread. More 
recently, the attention of analysts has fixed on the late 
months of the year—partly because the odds on earlier 
months have diminished, but mainly because the fourth 
quarter continues to hold the high popularity rating it 
had in 1957. It is the optimists’ favorite quarter for a 
variety of reasons, among them being the appearance of 
new automobiles, the approach of Christmas, and 
pleasant recollections of actual fourth-quarter recoveries 
terminating both of the earlier postwar recessions. 


to behave erratically from month to month. Their very 
sensitivity often makes them difficult to interpret. 
Broader, more general indicators, such as aggregate 
employment, aggregate income and aggregate pro- 
duction, do not “lead” the general trend. On the other 
hand, their behavior is less erratic, and month-to-month 
rates of change in the series are more meaningful. 

The chart shows monthly rates of change in eight such 
general business measures. Of the eight, four were still 
rising in the average month of the third quarter of 
1957; in the average month of the fourth quarter, two 
were rising; in the first quarter, all were declining. 

The peak rates of decline have been scattered, how- 
ever. One series was declining most rapidly in Novem- 
ber. Two reached a peak rate in December, two more 
in January, and the remaining three in February. In 
March, none of the eight was declining at its fastest 
rate of the nine-month period shown. 

The large number of peak rates of decline occurring 
in February suggests the influence of poor weather in 
that month. On the basis of two-month comparisons— 
from November to January, and from January to March— 
six of the eight series were declining more rapidly in 
the later period than in the earlier period; the excep- 
tions were industrial production and personal income. 

These rate-of-change comparisons suggest that at 
the end of the first quarter, general business activity 
was still declining; the rate of decline was just as fast 
in the first quarter as in the preceding quarter, but may 
have begun to slow down by the end of the first quarter. 
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A fairly important question is whether this sentimental 
attachment for the last three months of the year is justi- 
fied for 1958. 

The most noteworthy difference between the present 
outlook for the fourth quarter and the outlook for the 
fourth quarter a year ago is that while businessmen may 
expect an improvement in conditions late in the year, 
they are not acting on the expectation. Throughout the 
business sector, reins are being tightened, inventory is 
being reduced, capital spending plans are being pared, 
and liquidity is being improved. In 1958, a storm is 
being weathered; in 1957; the barometer readings were 
still being ignored. 

One reason for the caution characterizing business 
behavior in 1958 is the trend of profits. By all indica- 
tions, the before-tax earnings of all corporations in the 
first quarter of 1958 were about 25% below their rate in 
the first quarter of 1957; after-tax profits are down by 
about the same proportion. However, dividend pay- 
ments have been maintained at only slightly below the 
rate of early 1957. As a result, the volume of retained 
earnings has evidently fallen by more than 50%. (In 
1954, before-tax profits fell by about 10%, but all except 
a small portion of the decline was washed out by the 
corporate tax reduction of that year; earnings after 
taxes, and retained earnings, showed little or no decline 
from 1953.) In manufacturing, the decline in corporate 
earnings has been even sharper. Compilations of earn- 
ings reports for manufacturing companies for the first 
quarter of the year point to a decline from a year ago of 
perhaps one third. 


On the One Side... 


it may be that much of the total decline in the cor- 
porate earnings rate for which this recession will be re- 
sponsible has already occurred. Most analysts agree that 
at least the fastest part of the decline in production and 
sales—a decline so rapid that it left costs temporarily 
suspended in the air—has neared an end. (In the 1953- 
1954 recession, the entire decline in the quarterly rate of 
earnings occurred in the fourth quarter of 1953; there- 
after, profits worked their way slightly uphill as com- 
panies progressively adjusted their costs to lower oper- 
ating rates.) 

The downward trend in activity and earnings is thus 
precipitating the kind of shake-up that might have been 
desirable in early 1957, and that never occurred because 
of sustained expectations of inflation. By the same 
token, the behavior of businessmen is not defeating the 
forecast of a fourth-quarter upturn the way it acted a 
year ago to defeat the forecast of an upturn in late 1957 : 
Paradoxically, the fact that business is not yet preparing 
for such an upturn makes it more likely. Current rates 
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of business activity and current inventory policy, far 
from borrowing demand from the future, are deferring 
demand into the future. 


. . - On the Other Side 


However, one perhaps less favorable influence should 
be mentioned specifically with regard to the fourth 
quarter. Automobile demand has been one of the strik- 
ing failures of 1958. In part, this appears to reflect a 
change in style preferences with regard to automobiles, 
and to this extent the 1959 automobile market holds no 
automatic promise of improvement. The 1959 models, 
the designs for which were fixed and the tools ordered 
months before the reception of the 1958 models could 
have been known, can hardly be expected to look very 
different from their predecessors. 

It would seem sensible to assume, until there is evi- 
dence to the contrary, that no burst of automobile 
demand lies ahead. It is quite probable that the auto- 
mobile companies themselves will make this assumption; 
if they do, automobile production in the fourth quarter 
is hardly likely to provide any dramatic stimulus to the 
general business trend. With respect to this one dis- 
tinguishing feature of the fourth quarter—the exhilara- 
tion often imparted to consumer markets by new auto- 
mobile models—there seems to be little reason to single 
out late 1958 as a probable turning point into sharp 
recovery. 


The Essential Conditions 


Apart from the specific matters of business expecta- 
tions and prospects for the automobile market, the 
hypothesis of recovery in late 1958 has now taken 
enough form to spell out its essential conditions. It is 
based on one general premise, and three possible emerg- 
ing strengths. 

The general premise is that personal consumption has 
fallen as far as it will go, and that it is now in a position 
to resist recession, rather than extend it. This assump- 
tion is basic to all forecasts of recovery before the end of 
1958, and it has recently gained in credibility. (It would 
not be too much to say, in fact, that the wavelet of 
cautious optimism that began to appear in the news, and 
in security prices in early April, reflects a growing belief 
that retail spending has already hit bottom.) 

The news in this area has recently been reasonably 
encouraging; in March and April, the volume of retail 
sales, after adjustment for seasonal influences, appears 
to have at least stabilized, and perhaps advanced 
slightly late in the two-month period. Much of the 
strength, if it can be called that, can be attributed to 
rising prices, particularly for food. But even with this 
qualification, reports from retail markets in April cer- 
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tainly suggest stability rather than cumulating declines. 

The rate of personal income has fallen much less 
sharply than the decline in output. Unless the personal 
income figures for the first quarter of 1958 turn out to 
require considerable revision, this figure has begun to 
emerge as a likely candidate for optimism. In fact, the 
rate of inventory liquidation and the rate of personal 
income can be combined into a picture of rapidly 
brightening business prospects. Given the general condi- 
tion of stable personal consumption for the next six 
months, a fairly sharp reappraisal of inventory policy 
late in the year is at least possible. An inventory re- 
versal is thus one emerging strength for the fourth 
quarter. 

A second strength is the probable upturn in govern- 
ment spending at federal, state and local levels in the 
last half of the year. While this uptrend may lack some 
of the vigor that has been attributed to it, it will be 
occurring at a time when government revenues are fall- 
ing sharply, both because of the falling tax base and 
because of the normal seasonal fall of revenues in the 
second half of each calendar year. For the Federal Gov- 
ernment alone, the seasonally adjusted annual rate of 
deficit in the last half of 1958 may well be in the neigh- 
borhood of $6 billion; without seasonal adjustment it 
would, of course, be considerably higher. Even without 
a tax cut, the government sector will have moved into 
a much more supportive role in the last half than it has 
played in the first half. 

Finally, the housing market has again been flooded 
with legislative and monetary stimulants, much as it 
was in 1954. Without arguing that the same results will 
follow upon the same causes, it remains altogether pos- 
sible that residential building will be accumulating 
strength as the year progresses. This is not at all in con- 
tradiction with the fact that in the first quarter of 1958 
the housing market has been a blunt disappointment to 
most analysts; even as late as March, the rate of con- 
tract awards was running considerably below a year ago. 
However, the effects of recent legislation, and particu- 
larly the effects of the increase in VA-FHA rates at a 
time of fallmg money rates generally, have yet to work 
themselves into the statistics. 


An End-of-April Rationale 


To state these possible strengths for late in the year is 
not to subscribe to them. However, they serve to focus 
attention on those areas that should be watched most 
closely over the next several months. If the rate of retail 
trade should subside further between now and mid- 
summer, there might be little hope of any turn-around 
in business in 1958. But if consumption stays where it is, 
conditions in the inventory, government and housing 


sectors could be providing a steady injection of new 
strength into the business trend in the second half. As of 
the end of April, this is the rationale of a fourth-quarter 


pickup for 1958. 
ALBERT T. SOMMERS 


Division of Business Analysis 


Revised Family Budgets 


IN New York City, the cost of a “modest but adequate” 
budget for a family comprising a wage-carner husband, a wife 
who keeps house, a son of thirteen, and a daughter of eight 
was $87.40 in October, 1957. The cost of an equivalent level 
of living was $75.20 for a young working couple and $43.80 for 
an elderly retired couple. These figures are from the “Annual 
Price Survey Based on a Family Budget Standard, October, 
1957,” recently issued by the Community Council of Greater 
New York. 


Estimated Weekly Cost of the Equivalent Standard of Living for Families 
of Various Types, New York City, October, 1957 


Goods, 
; Total Services Index 
Family Type Budget Taxes! andOther Excl. 


Outlays Taxes? 
Husband and wife* 


With child of 3).04.0286 cas eet 3 70.83 $ 7.86 $62.97 80.2 
‘With boy 6. girl 4s... 260%san es 80.42 7.52 72.90 92.8 
With boy 13, girl 8.022. 00.000. 87.40 8.86 78.54 100.0 
_ With boy 16, girl 13, boy 20. 2... 104.39 9.86 94.53 120.4 
Single working woman, 45, living 
EOD 7. Siete wip ss 0 oun heme 48.82 8.37 40.45 51.5 
Young couple, both employed...... 75.20 11.45 63.76 81.2 
Elderly couple retired............ 43.80 Br 43.86 55.8 
Aged retired single woman........ 30.40 7 30.40 38.7 
Widow 25, child 4. 5. .c.weua .ocse 41.29 ip 41.29 52.6 


1 Federal and state income taxes, federal old-age, survivors’ and disability insur- 
ance contributions, and state disability insurance tax 

2 Budget index: husband-wife family with boy of thirteen and girl of eight=100 

3 Both under forty, only husband employed 


Sources: The Community Council of Greater New York; Tar Conrerence Boarp 


This report which brings up to date family budgets originally 
priced in October, 1954, provides data for assembling the cost 
of goods, services and other outlays for all types and sizes of 
families. Tur CONFERENCE Boarp has added appropriate 
taxes to these figures in estimating the budget totals for nine 
different family types (see table). A more detailed tabulation 
that breaks down the share of goods and services allocated 
to food, clothing, housing, etc., is available to Associates upon 
request.! 

The budgets prepared by the Community Council are de- 
signed to provide a level of living corresponding to that set up 
in the Bureau of Labor Statistics city worker’s family budget 
developed in 1947. But the council’s budgets makes use of 
information that was not available in developing the 1947 
budget, such as that provided by consumer surveys made by 
federal research agencies in 1948 and 1950, revised standards 
of nutritional requirements, and statistics showing the utiliza- 
tion of medical services by persons enrolled in prepaid medical 
plans.? 

1A discussion of family budgets in general is to be found in 


“Worker’s Budgets in Wage Negotiations,” in The Busi 
July, 1956, p. 284 usiness Record, 


2 See “A Family Budget Standard for the Use of Social and Heal 
Agencies in New York City,” Welfare and Health Count of New 
York City (now Community Council of Greater New York), 1955 
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Food in the Consumer Price Picture 


RETAIL prices in March, 1958, seemed to reflect the impact 
of the recession even though the over-all price level, as meas- 
ured by THe ConrEereNce Boarn’s consumer price index, 
rose 0.2%. Further increases in food and certain service costs 
were sufficiently large to overshadow a downward move- 
ment in the other areas of the index. 

The March increase brought the all-items index for the 
_ Untied States to 106.8 (1953=100), 3.0% above year-ago 
levels. The purchasing value of the consumer dollar declined 
to 93.6 cents (1953 dollar=100 cents), which was 0.2 cent 


A 


Cereal and bakery product costs moved slightly higher. The 
dairy products and eggs group remained unchanged as higher 
egg prices were offset by declines for fresh milk, butter and 
cheese. An 0.8% cut in coffee prices was reflected in a slight 
decrease of the “‘other food” index. 

The sundries group was up slightly with fractional increases 
recorded for medical and personal care, newspapers, recrea- 
tion, alcoholic beverages and tobacco. 

The apparel index, unchanged for the fifth consecutive 
month, continued its record of stability. A fractional rise in the 


The Conference Board’s Consumer Price Index—United States Cities Over 50,000 in Population 


1953 =100 Rebased Indexes 
eed Purchasing All All 

All Food Fuel, Furnish- | Apparel Trans- Sundries | Value of Ttems Items 
Items Total Rent |Power and] ings and portation Dollar | (January | (1947-49 

ater |Equipment 1939=100); =100) 
1957 February..| 103.6 100.5 104.8 108.9 108.6 100.0 100.9 107.7 105.8 96.5 188 .2 117.9 
March... 103.7 100.4 105.2 108.9 108.7 100.4 101.0 107.3 106.1 96.4 188 . 4 118.1 
105 1 103.9 100.6 105.4 109.4 108.8 100.5 101.1 107.4 106.3 96.2 188.7 118.3 
Mayo... . 104.1 101.1 105.4 109.5 108.5 100.4 101.2 107.4 106.5 96.0 189.1 118.5 
ines ree 104.5 102.0 105.5 109.6 108.3 100.5 101.2 107.5 106.7 95.7 189.7 118.9 
July see 104.8 102.8 105.5 110.1 106.6 100.4 101.2 107.6 10752 95.4 190.3 119.2 
August....| 105.1 103.5 105.5 110.2 106.4 100.3 101.5 107.6 107.7 95.1 190.9 119.6 
September.| 105.3 103.6 105.7 110.3 106.6 100.8 101.8 107.6 108.0 95.0 191.2 119.9 
October...| 105.4 103.5 106.0 110.9 106.9 101.0 102.0 107.4 108.3 94.9 191.4 120.0 
November.| 105.9 103.5 106.1 111.0 107.3 101.0 102.0 110.3 108.6 94.5 192-2 120.5 
December.| 106.0 103.6 106.3 Ap eg 107.4 101.0 102.0 110.2 108.9 94.4 192.4 120.6 

1957 Annualav.| 104.6 102%1 105.5 109.9 107.7 100.5 101.4 108.0 107 51 95.6 190.0 119.1 
1958 January...| 106.3 104.5 106.8 111.4 110.1 101.0 102.0 109.6 109.1 94.0 193.1 £2150 
February..| 106.6 105 .4 106.9 111.6 110.0 101.0 102.0 108.8 109.3 93.8 193.5 12173 
March....| 106.8 106.4 106.8 111.6 110.2 100.7 102.0 108.5 109 .4 93.6 194.0 121.6 


Percentage Changes 


2/58 to 3/58... 


| +0.2 
$/57 to'3/658.... 


-+3.0 | 


below the February, 1958, value and 2.8 cents below March, 
1957. 

Over the month, food costs rose 0.9% and sundries a slight 
0.1%. Apparel prices remained unchanged, while housing and 
transportation costs were off 0.1% and 0.3%, respectively. 


Food Price Behavior 


The unusually cold weather of several months ago which 
damaged many fruit and vegetable crops was a primary factor 
in the large increases in food costs. Fruit and vegetable prices 
rose 3.2% from February to March and 9.6% over the first 
quarter of 1958. Fresh vegetables and frozen orange juice con- 
centrate provided the main upward push. All other fruits and 
vegetables, except frozen vegetables, which were off slightly, 
were also higher. 

A more than seasonal increase in meat prices, resulting from 
short supplies of beef and the recovery of poultry prices from 
spectacular lows, brought the meat, fish and poultry index up 

1.7%, with beef up 2.1% and poultry up 2.2%. Prices of other 
meats were also higher. 


cost of women’s clothing and services (e.g., shoe repair and dry 
cleaning) was balanced by a price decline in men’s clothing items. 


The Declines 


For the first time in thirty-two months housing costs turned 
downward—a slight 0.1%—as price cuts spread throughout 
the furnishings and equipment group. A decline of 0.3% in this 
group was sufficiently large to more than offset advances 
primarily in service items such as gas rates and household 
operations charge. 

Transportation costs, down for the fourth month in a row, 
reflected the continued weakness of the new-car as well as the 
used-car market. Higher gasoline prices in areas recovering 
from recent price wars and further increases in public trans- 
portation charges were not sufficient to halt the downtrend. 

Compared with March, 1957, all major commodity and 
service groups were higher. The largest advances of 6.0% and 
3.1% were recorded for food and sundries. Housing, transporta- 
tion and apparel prices rose1.5%, 1.1% and 1.0%, respectively. 
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DATA ARE BASED ON SEA- 
SONALLY ADJUSTED QUARTERLY 
TOTALS AT ANNUAL RATES, EACH 
QUARTER ENDING WITH THE 
MONTH INDICATED, 


FIRST 8 MOS. TOTAL 
OF RECESSION RECESSION 


| 
DEC., 1948 - SEPT., 1949 (espe) 


JUNE, 1953 - SEPT., 1954 


oJ 


JUNE, 1957 - MAR., 1958 ace 


Total goods and services 


Durable goods 


How Personal 
Consumption 
Expenditures 
Changed in 
Three Recession 
Periods 


SOURCE: DEPT. OF COMMERCE 


Nondurable goods 


PRICE BEHAVIOR IN NINE RECESSIONS 


carry a paragraph on the anomalous behavior of 

the price level as it rises steadily in the face of 
declines in all other economic indicators. As a matter 
of fact, retail prices have risen 2.0% and wholesale prices 
have moved 1.3% higher between the start of contrac- 
tion in July, 1957, and March, 1958. 

Such price behavior is generally thought to be a new 
phenomenon. But is it really new? How have prices be- 
haved during past recessions? And if the current move- 
ment of prices really constitutes a reversal of estab- 
lished price patterns, how can such behavior be explained? 


N csr a ALL accounts of the current recession 


Looking at Nine Recessions 


When the movements of the over-all retail and whole- 
sale price series are examined for the nine business con- 
traction periods since 1920 (see chart on page 182),! the 
continuously diminishing sensitivity of the two price 
series to the business cycle becomes immediately appar- 
ent. While length and severity of business contractions 
are important factors bearing upon the downward move- 
ment of prices, only the depression of 1929-1933 was 
uncommonly long and severe, and the shallowness of 
the curves for the other eight periods is striking. For 
example, retail prices fell 12.2% during the 1920-1921 
recession, but only 2.6% in 1937-1938 and only 2.1% in 


1 As established by the National Bureau of Economic Research, 
reference dates for business cycle turning points 


1948-1949. The more sensitive wholesale price index 
shows larger declines: 39.5% in 1920-1921, 10.6% in 
1937-1938, and 6.5% in 1948-1949. 


Some Reasons 


The loss of cycle sensitivity in the two price series, but 
not necessarily in prices, can be explained partly by 
changing production and consumption patterns that 
have brought about far-reaching changes in the struc- 
ture of the two indexes. The increased importance of 
manufactured products in the wholesale price index and 
of services in the retail price index have to an extent 
contributed to the loss in cycle sensitivity. Other struc- 
tural changes have occurred as a result of refinements in 
the construction of the indexes themselves. There is, for 
instance, the vastly increased coverage of commodities 
and services that has brought the number of commodi- 
ties priced for the wholesale index from about 400 prior 
to 1926 to about 2,000 in 1958. 

A third general factor pertains to the so-called built-in 
economic stabilizers, such as unemployment insurance, 
that serve to keep income high and to restrict cyclical 
fluctuations in the price series. 


Price Fall or Rise 


While the price series have become less cycle sensitive, 
business contractions are still generally associated with 
a downward trend of prices, even though this trend may 
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have become more moderate. Past behavior shows that 
the more responsive wholesale price series has gener- 
ally fallen. Long-term advances of the primary price 
level have been experienced only in the 1945 and the 
current contraction periods. For retail prices, however, 
the picture looks somewhat different. The 1923-1924 
recession saw consumer prices rise 0.9%, and prices at 
the end of the 1945 and the 1953-1954 recessions were 
0.8% and 0.1% higher than at their respective beginnings. 

No correlation can be established when these price 
changes are compared with changes in personal income, 
on the assumption that prices would sag in times of 
greatly reduced incomes. During the 1948-1949 reces- 
sion, for example, personal income fell 4.7% while retail 
prices declined 2.1%, but in 1937-1938 prices were down 
only 2.6% when income dropped as much as 11.5%. 

The over-all price level has thus at times moved 
downward with the business cycle, and at other times 
has moved in the opposite direction. While month-to- 
month changes in a downward direction have pre- 
dominated during most of the recessions, a fair number 
of upward movements have also been recorded. 


A Look Below the Surface 


Since the two general indexes, however, are levelers 
of many different and possibly divergent components, 
it becomes necessary to examine the price behavior of 
their main components to know what has really hap- 
pened. The tables on pages 180 and 181 give a detailed, 
month-to-month account of retail and wholesale price 
changes in the major fields of consumer spending. It is 
immediately apparent that the current recession is much 
closer to that of 1953-1954 than to the 1948-1949 one, 
not only in time but also in price behavior. As in 1953— 
1954, price strength is being exhibited in the general 
retail price level of all items excluding food, and in the 
nondurable goods sector. The service component re- 
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mains unaffected, as it was in the other two recessions, 
and continues to climb at a rate approximately equal to 
the average monthly rate of the past ten years. 

At the wholesale price level, a somewhat more wide- 
spread price strength is exhibited. At the end of the 
1953-1954 recession, consumer finished goods, house- 
furnishings and consumer durable goods were all above 
their July, 1953, levels. So, too, have wholesale prices 
for all these groups risen fairly steadily during the cur- 
rent recession. 

In 1948-1949, however, no such price strength pre- 
vailed. Except for the service component of the con- 
sumer price index, all groups on the retail as well as 
wholesale level registered price declines. Furthermore, 
even if there was a comparable downward movement in 
one or both of the more recent periods, such as, for 
example, occurred in the apparel group of the wholesale 
price index, it was never so substantial as during 1948- 
1949. There was one exception: the retail price level of 
durable goods declined 5.9% in 1953-1954 and only 
2.3% in 1948-1949. A possible explanation may be in the 
fact that personal consumption expenditures for durable 
goods rose 8.5% during the 1948-1949 recession, while 
they fell 3.9% in 1953-1954. This, however, would leave 
unexplained the current 10.0% drop in durable goods 
expenditures that accompanied a price rise of nearly 
2.0%. 


Props under Spending 


Actually, consumption expenditures in general have 
held up fairly well during all three recession periods, 
especially during 1953-1954 and the current one (see chart 
on page 178). This may partly be owing to unemploy- 
ment compensation payments and partly (as in the case 
of which was first, the hen or the egg) to rising prices. 
This latter factor may be of importance in the current 
rise in nondurable goods spending as it relates to the 


How Retail Prices Changed 


% 
5 


FIRST 9 MOS. tOTAL 
OF RECESSION RECESSION 


| 
is SEPT., 1948 - SEPT., 1949 [ocenrta nnn 


JUNE, 1953 - SEPT., 1954 § 


JULY, 1957 - FEB.,1958 pee | FIRST 7 MONTHS 


-10 


Total (NICB) Services (BLS) Durable Goods (BLS) 


Nondurable goods exc. food (BLS) Food (NICB) 


Note: Because of the quarterly nature of the basic data, time spans are not strictly comparable nor do they exactly coincide with the business cycle during point dates 


NICB—National Industrial Conference Board; BLS—Bureau of Labor Statistics 
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Monthly Percentage Changes for Various Price Series During Three Recession Periods 
Periods: July, 1957 to date; July, 1953-August, 1954; November, 1948—-October, 1949 


WHOLESALE PRICES 
2 rare een oe ne es Sek eat re ie a Da SP Tee Re ee 


Consumer Finished Goodst Consumer Foodst eb Apparelf ee) 
hee 1957- 1953-54 1948-49 1957-.. 1953-54 1948-49 1957-.. 1953-54 1948-49 
= : —0. 0.8 0.4 —0.9 +0.8 0 +0.3 0 
— 5 months prior ie ion es La +0.7 —0.5 —0.1 0 —0.1 
ain ee recession +0.2 0:1 —0.8 +11 —0.2 ~23 0 eee oy 
0 start of recession +0.8 +1.0 —0.9 +1.9 +1.4 —2.1 0 —0. ne 
+ 1 0 0 -—1.0 0 —0.1 —2.3 +0.1 i) —0. 
+ 2 0 +0.7 —1.3 —0.2 +2.0 —1.8 +0.1 —0.8 me 
+ 3 +0.2 —0.6 —1.3 +0.2 —1.8 —2.7 —0.1 +0.2 sae 
+ 4 +0.4 —0.6 —0.2 +0.6 —1.5 +0.5 0 0 ae 
+ 5 +0.3 —0.3 —0.6 +0.4 —0.5 +0.1 0 —0.8 ay 
+ 6 : +0.5 +0.8 —0.6 +1.2 +1.6 +0.1 0.1 +1.2 - - 
pine alsp FeCess100. —0.2p —0.7 —0.5 +0.3p —1.5 —0.6 —0.2p —0.3 —0. 
4+ g{ months om 01 0 na. 0 +03 n.d, —0.2 +0.9 
+9 a +0.6 +0.1 +1.0 +0.5 aie —0.4 —0.1 
4-10 +0.2 +0.3 +0.8 +0.4 0 0} 
+11 —0.9 —0.6 —2.1 —1.8 Pe +9.8 
+12 +11 Z +3.1 . +0. _ 
+13 —0.1 —0.4 +0.2 
Total change from 
month 0 +1.2 +0.1 —5.5 +2.4 +0.4 —7.1 —0.2 —0.7 -—7.9 
Change from month 0 
to 3 +1.2 —0.7 —5.3 +2.4 —1.9 —6.3 —9.2 —0.7 —8.6 
Housefurnishingst Consumer Durable Goodst Consumer Nondurable Goods excl. Foodt 
+n 1957- 1953-54 1948-49 1957-.. 1953-54 1948-49 1957-.. 1953-54 1948-49 
— 3 months prior —0.3 +0.7 +0.8 —0.2 —0.3 +1.5 +6.1 —90.1 +0.4 
— 2 to recession +0.1 +0.2 +1.2 0 +0.2 +1.1 —0.3 0 +0.2 
—1 +0.1 +0.2 +1.8 0 +0.1 +0.5 —0.4 —0.1 +0.1 
0 start of recession +0.4 +0.3 +0.3 +0.2 +0.2 +0.3 +0.2 +1.0 0; 
+1 +0.2 +0.1 0 +0.2 +0.1 +0.3 0 —0.1 —0.1 
+ 2 —0.1 +0.1 —0.5 —0.1 +0.1 —0.3 +0.2 —0.1 —-12 
+ 3 +0.2 —0.1 0 +0.4 +0.1 +0.4 0 +0.4 —0.8 
+ 4 +0.1 +0.1 —0.1 +1.0 0 0 —0.1 +0.1 —0.9 
+ 5 +0.7 +0.1 —0.3 +0.2 0 —0.5 i +0.3 —0.4 —1.4 
+ 6 : 0 +0.2 —0.5 +0.1 +0.4 —0.5 +0.1 +0.4 —1.3 
spk ae —0.2p —O1 —0.4 —0.1p 0 —03 —0.8p —0.2 —0.5 
esguilr pon n.d. 6.1 —0.9 n.d. —0.1 20.9 n.d, —0.4 —0.1 
+9 ue +0.5 —0.4 +0.1 —0.3 9 +0.4 —0.1 
+10 —0.1 —0.1 0 —0.1 —0.2 +0.3 
+11 —0.1 —0.2 —0.1 —0.1 —0.1 +0.4 
+12 —0.1 18 —0.1 a —0.4 os 
+13 0 +0.1 +0.2 _ 
Total change from 
month 0 +0.9 +0.5 —3.2 +1.6 +0.5 —1.6 —0.2 —0.4 —5.5 
Change from month 0 
to +8 +0.9 +0.3 —2.6 +1.6 +0.5 —1.1 —0.2 —0.3 —6.1 


hefty price hikes in food items, especially when it is kept 
in mind that food demand is relatively inelastic. 


Further Comparisons 


Besides these over-all comparisons, the data afford 
several more ways of comparative examination. There 
is the relationship between wholesale and retail prices. 
There is the relationship between the components which 
make up each over-all index. And then there are the 
changes in these relationships that occurred during the 
three recessions. 

As to the comparison of wholesale and retail price 
movements, it has been demonstrated that while the 
two series move similarly over the long run, no such 
direct relationship can be established for short-term 
changes.! The greater cycle sensitivity of the wholesale 


price index has already been indicated. Discussion, 
therefore, will be confined to the remaining two ways of 
comparison. 

The continuous upward movement of the retail price 
level during the current recession has generally been 
attributed to the fact that food prices have risen con- 
siderably because of abnormal circumstances,? while 
service costs also have continued their upward trend. 
But this is true only to a certain extent. While the main 
price strength has come in these two areas of consumer 
spending, as continuous month-to-month increases indi- 
cate, intermittent price rises in other areas have also 

1 For a detailed discussion, see “Do Retail Prices Follow Wholesale 
Prices?”, The Business Record, June, 1957 


2 Crop damages because of adverse wea 


: : ther conditions and short- 
ages in meat supplies : 
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Monthly Percentage Changes for Various Price Series During Three Recession Periods 


Periods: July, 1957 to date; July, 1953-August, 1954; November, 1948-October, 1949 


RETAIL PRICES 
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e Change from June, 1953-March, 1954 
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p Preliminary 


* Source: The Conference Board 


contributed to the general upward trend. Thus the sea- 
sonal increases in the apparel index of the fall of 1957, 
which were followed by a prolonged price stability, 
brought March, 1958, apparel prices to 0.8% above 
their July, 1957, level. 


Further Similarities—and Differences 
A similar picture is that presented in the movements 


. of the housefurnishings index: the early fall increases, 


which were followed by a period of stability, were large 
enough to offset recent price weakness. This same pat- 
tern of early price strength has kept the durable and 
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t Source: Bureau of Labor Statistics 


nondurable goods (excluding food) price level high. 
During 1953-1954 only nondurable goods (excluding 
food) followed a similar pattern. (Since services tended 
to follow a continuous upward trend during all periods, 
they have been excluded at this point from the com- 
parison.) Food, except for seasonal fluctuations, moved 
downward, while apparel and housefurnishing prices 
also were weak. In 1948-1949, on the other hand, price 
declines were registered throughout the various groups. 

On the wholesale level, the picture looks somewhat 
different. Consumer finished goods prices started to turn 
down in February, 1958, responding to declines in con- 
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Nine Recessions: Percentage Changes in Retail and Wholesale Price Indexes 


‘PERIOD ez Wl FIRST EIGHT MONTHS 
WPI 
(BLS) 


JANUARY, 1920 - SEPTEMBER, 1921 


A 

[ : TOTAL 
ine Recessions: CPI 

rice Indexes re 
Vholesale and ae neeeee- 
etail) from Three Baan 


onths before the 
‘art to Three 
.onths after 

ve End 


“29.49 


“0.4 


OCTOBER, 1926 - DECEMBER, 1927 
r 


-1.8 t 


-2.6 


-Consumer Price Index 
"!-Wholesale Price Index 


tes plotted in ratio scale 

7-1949 =100 

sticals indicate length of recession 
reliminary 


“Le 


FI.6 


sumer durable and nondurable goods (excluding food), 
that could not be offset by increases in food cost. This 
downturn points up the fact that the wholesale price 
index, which is composed of commodities entirely, lacks 
the steady upward push of the service factor. 


The Differences Are Fewer 


In comparing the current price movement with those 
of 1953-1954, it becomes apparent that fewer differences 
exist here than at the retail price level. Consumer foods, 
housefurnishings and total durable goods show consider- 
able price strength in both periods. This was especially 
true of housefurnishings during the first eight months. 
Apparel and the nondurable goods (excluding food) 
group, on the other hand, declined. As was the case with 
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retail prices, the 1948-1949 period was one of consistent 
price decline among the various groups. 


Strange Price Behavior? 


Price movements in the current recession when they 
are compared with past periods do not appear quite so 
strange as is generally thought. While there is no doubt 
that the upward strength has been greater than in 
1953-1954, there can also be no doubt that prices were , 
also strong in that period as well as in other past reces- 
sions. And it should also be borne in mind that the 
current recession has not yet run its full course, and only 
the future can provide the final summing up. 
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Competitive Pricing: 


THE STANDARD OF INDIANA DECISION 


considered a basic right of the individual busi- 

ness unit and a test of the functioning of a 
competitive enterprise system. While in theory a com- 
pany has the option of establishing prices for its prod- 
ucts and changing them as it sees fit, this option is 
circumscribed by the requirements of the trade regula- 
tion laws—notably the Sherman act and the Robinson- 
Patman act. 

Section 1 of the Sherman act has long been held to 
prohibit “price fixing” or price agreements. The legal 
status of price fixing is, however, far clearer than 
knowledge of what kinds of activity constitute price 
fixing, since implied as well as outright agreements have 
been held to be barred. 

Of even greater ambiguity have been the kinds of 
pricing permitted and prohibited by the Robinson- 
Patman act. This law, addressed to problems of price 
discrimination, prohibits an individual seller from charg- 
ing different prices for commodities of like grade and 
quality where such pricing may result in a substantial 
lessening of competition or a tendency toward monopoly 
—unless the seller can justify his prices in terms of 
differences in his costs or changes in the product or in 
market conditions.! The act also provides, on its face, 
that a seller may charge different prices where neces- 
sary in good faith to meet “‘the equally low price of a 
competitor.’ 


LIGHT ON IMPORTANT QUESTIONS 


Of all the provisions of the act, this last is perhaps the 
most critical for individual businesses and for the 
economy, since the freedom of sellers to vary their 
prices and the correlative freedom of buyers to press for 
price reductions will determine both the form which 
price competition will take and the level and trend of 
prices for individual commodities and for the nonregu- 
lated portion of the economy. 

To what extent must price decisions be tempered by 
considerations concerning identical treatment of the 
members of given classes of customers? Are individual 
buyers free to press for price concessions not available 
to other buyers? Within what orbit must differences in 
prices be systematic and how far and under what condi- 
tions is a company left free to shade its prices? 


\ COMPANY’S freedom to set its prices has been 


_ 1The law applies only where both the transactions in question are 
in domestic commerce; it does not apply where either or both trans- 
actions concern goods for export 


249 Stat. 1526, 15 U.S.C.A. Secs. 13, 13a, 13b, 2a 
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It is this range of questions that a Supreme Court de- 
cision of January 27, 1958 (FTC v. Standard Oil Co. of 
Indiana) goes far to clarify. 

As is the case with any court ruling, the Standard of 
Indiana decision merely outlines new details of the 
framework within which the rights and obligations of 
those covered by a particular law are defined. How this 
has been accomplished in the present case and what it 
means for companies other than Standard is outlined 
briefly below. 

BACKGROUND 


In 1945, the Federal Trade Commission held that 
Standard of Indiana had engaged in price discrimination 
in violation of the Robinson-Patman act by charging 
tank-car prices to four of its Detroit customers whom it 
classified as ‘‘jobbers,’’ while charging higher tank- 
wagon prices to other customers located in the same 
area. The four customers — Citrin-Kolb, Stikeman, 
Wayne and Ned’s—all met a set of criteria established 
by Standard as prerequisites for price concessions. These 
included an annual volume of 1 million to 2 million 
gallons, own delivery facilities, bulk storage capable of 
taking tank-car delivery, and a responsible credit rating. 
As a matter of fact, Citrin-Kolb, Stikeman and Wayne 
had qualified for tank-car prices prior to 1936 when the 
Robinson-Patman act was passed. Only Ned’s had re- 
ceived its discount after passage of the act. 

The Federal Trade Commission held that the four 
customers were “jobbers” in name only, since they were 
free to resell their gas either at retail or at wholesale. In 
selling at retail, one of the four charged prices lower than 
those prevailing on other retail sales in the area, while 
the remaining three charged normal prices and obtained 
a higher markup than other retailers. The Commission 
held that if these “jobbers”’ elected to sell below retail 
prices, there was competitive injury to retailers whose 
prices were undercut, while if the “jobbers” elected to 
sell at prevailing retail prices, there was competitive 
injury to retailers who could not achieve so high a 
markup. 

Although Standard pointed out that it had given 
price concessions to the four “‘jobbers”’ only because the 
cuts were necessary to meet competition, the Commis- 
sion ruled that this argument was irrelevant because 
there was also injury to competitive retailers. 

The case went first to the Court of Appeals and then 
to the Supreme Court, which early in 1951 overruled the 


1 FTC v. Standard Oil Co., U.S. Supreme Court, Jan. 27, 1958 
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Commission, holding flatly that section 2(b) of the 
Clayton act “afforded a seller a complete defense to a 
charge of price discrimination if its lower price was 
made in good faith to meet the lawful and equally low 
price of a competitor” —regardless of whether competi- 
tive injury also occurred.! 

The case then went back to the Federal Trade Com- 
mission for determination of whether Standard was in 
fact acting in good faith to meet the lawful and equally 
_ low price of a competitor. Two years later the Commis- 
sion ruled that this was not the case.2 Acting on its 
reading of an earlier Supreme Court ruling rejecting the 
“meeting competition” defense in the case of systematic 
basing point pricing,* the Commission held that Stand- 
ard’s discounts were tendered under a discriminatory 
price system rather than as nonsystematic departures 
from a nondiscriminatory price scale.‘ 

The Court of Appeals differed. It pointed out that 
Standard invariably sold at its uniform tank-wagon 
price, except when it reduced this price to meet com- 
petitive offers in order to retain a customer. Standard 
had 362 customers in Detroit, only four of whom pur- 
chased at prices below the tank-wagon price.’ The 
Court of Appeals noted further that the bargaining and 
haggling which took place between Standard and the 
four “‘jobbers”’ prior to the reductions in price to them is 
hardly consistent with the Commission’s theory that 
prices were reduced pursuant to a system. It said, for 
example, that 


“cc 


. . . [Standard] for many years refused to give Ned’s, 
its ‘most valuable tank-wagon customer,’ any reduction at 
all despite persistent demands based upon competitive 
offers. Its reluctant grant of a one-half cent reduction in 
1936, increased to 114 cents in 1938 in response to an 
‘ultimatum’ by Ned’s, would appear to dispel completely 
any idea that such reduction in price was systematic, as 
urged by the Commission.’ 


THE NARROW QUESTION 


By the time the Standard case reached the Supreme 
Court for the second time, there was only one question 
before it: were Standard’s continuing discounts to the 
four “jobbers” conceded in good faith to meet competi- 
tion or were they accorded as part of an illegal price 
system? 

The Supreme Court held that Standard’s method of 
granting concessions bore the earmarks of competitive 


1 Standard Oil Co. v. FTC 340 U.S. 231 (1951) 

2Tn the matter of Standard Oil Co. (Dkt. 4389), Modified Order 
To Cease and Desist, Jan. 9, 1953 

3 In FTC v. Staley (324 U.S. 746 (1945)) the Supreme Court had 
ruled that a basing point method of pricing under which Staley 
“systematically” matched the higher as well as the lower prices of a 
competitor could not be justified as designed to meet in good faith 
the equally low price of a competitor in the sense contemplated by the 
Robinson-Patman act 

'  4See summary of rationale of Federal Trade Commission in FTC 

yv. Standard Oil Co., U. S. Supreme Court, Jan. 27, 1958 

5 Standard Oil Co. v. FTC 233 F. 2d 649 (1956) 
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rather than noncompetitive pricing, on the basis of 
evidence concerning (1) the long-standing differentials 
available to three of the “jobbers”; (2) the long history 
of haggling that preceded the price concessions to Ned’s; 
and (3) the fact that Standard had lost three of its seven 
“jobber” customers by not meeting competitive offers 
during a major price war. It said, 


“The findings show that both major and local suppliers 
made numerous attempts in the 1936-1941 period to lure 
these ‘jobbers’ away from Standard with cut-rate prices, 
oftentimes much lower than the one and one-half cent reduc- 
tion Standard was giving them. It is uncontradicted . . . 
that Standard lost three of its seven ‘jobbers’ by not meeting 
its competitors’ pirating offers in 1933-1934. All of this 
occurred in the context of a major gasoline price war in the 
Detroit area, created by an extreme overabundance of 
supply—a setting most unlikely to lend itself to general 
pricing policies.’’! 

The Supreme Court accordingly ruled in effect that 
policy pricing is not necessarily system pricing and that 
the law does not require that price concessions be made 
only sporadically and only in response to direct and 
immediate pressure from the buyer each time the con- 
cession is made.” 


THE BROAD QUESTION 


Of even greater significance than the direct question 
of the legal status of Standard’s price concessions are 
broader issues concerning competitive pricing which 
were at stake in this case. These questions concern the 
freedom of an individual seller to reach price decisions 
that are not necessarily binding on him for other sales. 

If competition were a quantitative phenomenon, 
problems of interpretation such as the present would not 
arise. But since competition is a complex and constantly 
changing process in which individual companies use 
different methods of price and nonprice competition at 
different times to enter a market, to grow, or to avoid 
loss, competitive activity by some companies may well 
mean curtailment of competitive opportunity for others. 

The antitrust laws are accordingly undergoing con- 
stant interpretation by the courts in a search for a mov- 
ing balance between these two effects. It was just such 
a problem in the reconciliation of conflicting elements of 
competition that was before the court in the Standard 
of Indiana case. What this means in the concrete can 
perhaps best be understood by contrasting the rather 
rigid pricing alternatives that would have been available 
if the Commission’s view had prevailed with the more 
flexible pricing possibilities left open by the Supreme 
Court. (Continued on page 208) 

1FTC v. Standard Oil Co., U.S. Supreme Court, Jan. 27, 1958 

2'The views of the four dissenting Supreme Court justices may be 
briefly noted: the minority states that the majority has, in effect, per- 
mitted big retailers to get one price while small retailers get another, 
and that the lower prices have been justified by a purely verbal de- 
vice, e.g., by labeling certain individuals as ‘Sobbers” when, in fact, 
they are retailers; the minority also believes, with the Federal Trade 
Commission, that the concessions to the four “jobbers” were made 


pursuant to a system of the type earlier outlawed by the Supreme 
Court. (Zbid.) 


Productivity: Everybody’s Contribution 


VER the postwar years, employment of non- 
production workers in manufacturing has ex- 
panded more rapidly than production-worker 
employment. Nonproduction jobs have gone from 16% 
of total manufacturing jobs in 1947 to 23% in 1957. 
(For a fuller discussion of these trends, see “Overhead 
Labor in Factory Work Force,” in the March Business 
Record, page 104.) 

As a result of these shifts, output per man-hour 
measures based on the input contributions of production 
workers only have lost much of their usefulness as in- 
dicators of total manufacturing productivity. To allow 
for this shift in the relative importance of nonproduc- 
tion jobs, the Bureau of Labor Statistics has recently 
released an output per man-hour series for manufactur- 
ing based on the inputs of all employees for the years 
1947 to 1957.1 

To derive this new output per man-hour measure, 
BLS made further refinements in the basic output per 
unit of labor input formula, both from the input and the 
output side. On the output side, a physical measure of 
output was dropped in favor of a deflated-dollar (7.e., 
adjusted for price changes) measure of the value of 
manufacturing product. 


The New BLS Measure 


On the input side, man-hours now reflect the man- 
hours of all employees, rather than just production 
workers. The new BLS measure includes the hours of un- 
paid family workers, in addition to the hours of wage and 
salaried workers and the self-employed. Hours include 
time for paid holidays, vacation and sick leave. Thus 
they are man-hours paid rather than man-hours worked.? 

As reconstituted, output per man-hour is derived by 
dividing deflated dollar output (the market value of 
output, adjusted for price change) by man-hours paid 
(all employees, times their average weekly hours as 
recorded in the payroll). 

If manufacturing output in the postwar years is 
divided by man-hours of production workers, the in- 
dicated gain in output per production man-hour is 
39.2% for the years 1947 to 1956, or an average annual 


1 Economic Report of the President, January, 1958, pp. 107-110 


2 The BLS has derived output per man-hour measures for the farm 
and nonfarm (including manufacturing) sectors of the private econ- 
omy on the two bases of man-hours paid and of man-hours worked 
for 1947-1957. However, manufacturing is available only on the basis 
of man-hours paid. See table on page 188 


rate of 3.7%. If the same output is divided by man-hours 
of all employees, the indicated increase’ is 31.4%, or 3.2% 
per annum (see chart). Of course, the rapid rise in non- 
production employment explains the slower postwar rise 
in output per man-hour based on all employees. 


Comparison with Long Term 


Output per man-hour on an ali-employee basis has 
been published by the BLS only for the years 1947— 
1957. Estimates for earlier years, based on roughly 
comparable data, suggest that the annual rate of in- 
crease in the postwar years is at or near the long-term 
rate for manufacturing.? Output per man-hour on an 
all-employee base has shown an average annual increase 
of close to 3% for manufacturing in the years 1947 to 
1957. In the years 1939-1947, the rate was slightly over 
4%. In the depression years, 1929-1939, the rate was a 
little below 2%. These rates compare with the long- 
term rate of just over 3% for output per production man- 
hour in the years 1909-1939. In these years, nonproduc- 
tion workers were a fairly constant share of all manu- 
facturing workers, and their inclusion or exclusion does 
not greatly affect the annual growth rates. 

Estimates of output per man-hour in the private 
sector of the economy (farm and nonfarm) have for some 
time been available, based on the deflated value of 
private product as a measure of output.’ With output 


1 Unless otherwise indicated, average annual rates of change noted 
in this article are calculated at the compound rate between the two 
terminal years. For the average annual rate of change 1947 to 1957, 
see chart on facing page 


? Estimates of output per man-hour for all employees in manufac- 
turing for the years 1929-1947 were made by using estimates of the 
gross product in manufacturing, in 1947 dollars, as developed by 
Bonnar Brown and M. Janet Hansen, “Production Trends in the 
United States through 1975,” Stanford Research Institute, 1957, p. 31. 
Gross product in manufacturing, derived by the SRI from unpublished 
Department of Commerce data, was used for the output side of the 
equation. For the input side, use was made of the number of persons 
engaged in production for manufacturing, full-time equivalents, as re- 
ported by the Department of Commerce, National Income Supple- 
ment, 1954, table 28, line 12. Persons engaged in manufacturing in the 
Department of Commerce series include the self-employed, as well as 
all wage and salaried workers. The figures do not include unpaid family 
workers, which are included in the BLS estimates for 1947-1957. 
(Although unpaid family workers are probably an insignificant share 
of total manufacturing employment, their omission would tend to 
raise output per man-hour estimates for 1929-1947 relative to the 
BLS estimates for 1947-1957.) Persons engaged in manufacturing 
were multiplied by the average weekly hours figure for production 
workers, as reported by the Bureau of Labor Statistics. (No average 
hours figures are available for nonproduction workers.) Weekly man- 
hours were, in turn, multiplied by 52 to bring the yearly total to the 
Ble x of man-hours paid (including holidays, vacations and sick 
eave 


5 For example, see John W. Kendrick, “National Productivity and 
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Changing Patterns of Man-hour Outputs 
Average Annual Rate of Increase in Output Per Man-hour: 
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Sources: Bureau of Labor Statistics; Department of Commerce; National Bureau of Economic Research; Joint Economic Committee; 
Stanford Research Institute; The Conference Board 


per man-hour on a value-of-product basis for manu- between the rate of growth in output per man-hour in 
facturing, it is now possible to make direct comparisons manufacturing and in other sectors of the private 
Alo economy. 

Its Long-term Projection,” in Conference on Research in Income and With output per man:-hour in the-three broad. sectors 
Wealth, National Bureau of Economic Research, New York, New . 2 : 

York, May, 1951 of the private economy—farming, manufacturing and 
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nonmanufacturing—on a comparable basis, several in- 
teresting trends become apparent. In the postwar years, 
the gain in output per man-hour on farms has been 
decidedly better than in the other two sectors. And 
output per man-hour in nonmanufacturing has been 
rising almost as rapidly as in manufacturing. This is 
especially significant in light of recent trends in nonfarm 
employment. In 1957, for example, jobs in manufactur- 
ing actually declined by over 100,000 from 1956 levels, 
while nonmanufacturing jobs (excluding government) 
rose by well over 500,000. As late as 1953, manufactur- 
ing jobs accounted for 40% of all nonfarm jobs, exclud- 
ing government. Last year, manufacturing jobs were 
only 37% of this total. 

Since output per man-hour is lower in nonmanufactur- 
ing than in manufacturing, this drift in the composition 
of employment has retarded the rise in total national 
output per man-hour. If the annual increases in output 
per man-hour in nonmanufacturing industries had been 
well below the rates of increase in manufacturing, this 
shift of jobs away from manufacturing would have had 
still more serious consequences. 


Manufacturing Still Ahead 


Despite the rapid rate of gain in farm output per 
man-hour, and the more or less parallel rates of change 
in nonmanufacturing industries, the absolute yield from 
a man-hour devoted to manufacturing has remained 
well ahead of the other two sectors in constant-dollar 
terms (see chart on page 187). In 1957, the output 
yielded by the average man-hour in manufacturing 
was $2.82, in 1947 dollars. At the same time, a man- 
hour in nonmanufacturing employment yielded only 
$2.27 (also in 1947 dollars), and a farm man-hour only 
$2.15. Thus the yield from a nonmanufacturing man- 
hour was only 81% as great as from a manufacturing 
man-hour in 1957. And the yield of a farm man-hour 
was only 76% as large. 

In 1947, the yield from a nonmanufacturing man-hour 


Output Per Man-hour in the Private Economy, 
Based on Man-hours Paid, All Employees 1947-1956 


Average Annual 
nerease 


% Increase 
1947-1956 


1947-1956! 
Total private economy”........ 34.6 3.4 
I NMasteH lage, a.) 6.00 Sb ood 75.8 6.0 
Alotalinontari Seer eer ie Q7.1 2.8 
Manutactunugh erent iee 31.4 8.2 
Nonmanufacturing........ 25.1 2.6 


1 Bureau of Labor Statistics estimates, based on least squares trends, rather than 
terminal years only 


? Based on man-hours worked, the percentage increase was 87.9%, and the average 
annual increase was 3.9% for the total private economy 


3 Based on man-hours worked, the rates were 75.0% and 6.0%, respectively, for 
agriculture 


4 Based on man-hours worked, the rates were 30.6% and 3.3%, respectively, for the 
total nonfarm sector 


Source: Bureau of Labor Statistics 


SS 
Output Per Man-hour: 1957 


For the private sector as a whole, oufput per man-hour 
(based on man-hours paid for all employees) increased a 
little less than 2% in 1957, which is close to the long-term 
average annual increase. This gain was posted despite a 
decided decline in business activity in the last quarter of the 
year. In 1956, the increase in output per man-hour was less 
than 1% (perhaps partly reflecting the impact of the 1956 
steel strike). 

As in most of the postwar years, output per man-hour on 
farms experienced the best annual increase of any broad 


TURING 


1956 1957 
Per cent changes from 1956 to 1957 per man-hours in major sectors of the economy 
Source: Bureau of Labor Statistics 

sector of the private economy. Farm output per man-hour 

was up by over 4/2 %, as compared with a gain of less than 

4% in 1956. 

Output per man-hour in the private economy, excluding 
farming, rose a little over 1%. This was an improvement over 
1956, when output per man-hour in this sector showed little 
change. Output per man-hour in nonmanufacturing industries, 
with a 1.6% gain for 1957, accounted for most of the 
improved showing in the nonfarm sector. (Nonmanufacturing 
industries had registered a scant .3% gain in 1956.) Manufac- 
turing Output per man-hour also showed some improvement 
in 1957, increasing by a little less than 1%. This compares 
with a .4% gain for manufacturing in 1956. 


was about 83% as large as the yield from a manufactur- 
ing man-hour. This was about the same as in 1957, re- 
flecting the fact that output per man-hour has been in- 
creasing at about the same rate between 1947 and 1957 
in both manufacturing and nonmanufacturing industries. 


But Farm Sector Gaining 

Output per man-hour on farms, however, has been 
increasing much more rapidly than in manufacturing 
in the years since 1947. As a result, the absolute yield 


from a farm man-hour rose from 54% of the yield in 
manufacturing in 1947 to 76% in 1957. 
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Glossary of Terms 


Productivity: A measure of economic efficiency that re- 
lates output to quantities or intensities of the inputs— 
manpower, machinery, materials, management. While 
many economists would restrict the term to measures 
that relate output to all inputs, it is often used as a 
synonym for any of the terms described below. 


Output per unit of labor input: A measure that relates 
output to the quantity of labor necessary to produce that 
output. 


Output per worker: A measure of output per unit of labor 
input in which labor input is measured by number of 
workers. 


Output per production man-hour: A form of output per 
unit of labor input in which labor input is measured by 


Kstimations of the output per man-hour for these 
three broad sectors of the economy for earlier years sug- 
gest that there has been considerable variation in their 
relative yields in the past.! Yields in both the farm and 
nonmanufacturing sectors gained on manufacturing in 
the early years of World War II, as assembly lines were 
being adjusted to war work. In the late war and early 
postwar years to 1947, nonmanufacturing industries 
continued to gain relatively; the farm sector lost ground 
until about 1945, then accelerated. (See chart.) In the 
years 1929 to 1939, the three sectors showed about the 
same average annual increases in output per man-hour, 
and yields in farming and nonmanufacturing were 
fairly constant as percentages of the yield in manu- 
facturing. 

Existing data do not permit reliable comparisons for 
years prior to 1929. In the period 1919 to 1929, judging 
by the available figures, output per man-hour in manu- 
facturing was rising at a much more rapid rate than out- 
put per man-hour in either nonmanufacturing or farm- 
ing. This would suggest that the absolute yield in manu- 
facturing was gaining on the other two sectors during 
the Twenties. Some of the relative gains made by farm- 
ing and nonmanufacturing, relative to manufacturing, 
in more recent years may thus be returning the relation- 
ship between man-hour yields in manufacturing and the 


1 Estimates by BLS are available only for the years 1947-1957. 
For the years 1929-1947, extensions of output per man-hour in farm- 
ing, manufacturing and nonmanufacturing were made. For the meth- 
ods used for manufacturing, see footnote on page 186. For nonmanu- 
facturing, use was made of output per man-hour data for the private 
nonfarm sector of the economy appearing in a report of the Joint 
Economic Committee, “Productivity, Prices and Income,” Washing- 
ton, 1957, table 5, page 91. Nonmanufacturing output was derived by 
subtracting the manufacturing product from the total nonfarm prod- 
uct. Nonmanufacturing man-hours were derived by subtracting 
manufacturing man-hours from nonfarm man-hours. Farm output per 
man-hour was derived by linking the series in the Joint Economic 
Committee report with the Bureau of Labor Statistics estimates for 


the farm sector 
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the average weekly hours of production workers only. 
(“Output per production man-hour” is often referred to 
as “output per man-hour’”; since two man-hour estimates 
are discussed in this article, “output per man-hour” is 
reserved for measures on an all-employee base. See 


definition below.) 


Output per man-hour: A form of output per unit of labor 
input in which labor input is measured by the hours of all 
persons engaged in producing that output—selfemployed, 
unpaid family workers, wage and salaried employees; and 
including both production and nonproduction workers. 
Hours may be measured on a base of hours actually 
worked, or on a base of hours paid (paid hours actually 
worked, plus paid hours for holidays, vacation and sick- 
leave). 


rest of the economy toward a balance that prevailed 
several decades ago. 

Variations in the rates of growth of output per man- 
hour, and the yields per man-hour among the broad sec- 
tors of the economy, have important implications for a 
dynamic economy, in which a certain amount of shifting 
around in jobs is inevitable. Apparently these shifts in 
the composition of employment have had substantial 
effects on the over-all growth rate of the economy at dif- 
ferent periods of time. 


(Continued on page 208) 


Two Ways of Looking at Output Per Man-hour Gains 
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The Parallel Course of GNP and Retail Sales 
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MOVEMENTS WITHIN RETAIL SALES 


S MOST major economic indicators continue to 
A tilt down, it becomes increasingly apparent that 
the depth and duration of the present recession 
will be sizably affected by the vigor of consumer demand. 
Through the two previous postwar periods of business 
contraction, retail sales held up with surprising stamina. 
Viewed now with hindsight, both the 1948-1949 and 
1953-1954 recessions can be classified largely as periods 
of inventory readjustment. The production cutbacks 
brought on by stock liquidations and the consequent sag 
in employment levels during those periods had scant 
effect on retail sales. Indeed well-sustained consumer 
demand contributed heavily to rapid economic rebound. 
In the 1948-1949 situation, personal consumption ex- 
penditures, which account for close to two thirds of the 
nation’s gross national product, hardly faltered, and 
similarly their dip in the 1953-1954 period was shallow 
and short. Thus far in the present difficulty spending 
also continues strong. 
The question at the moment is whether we are experi- 


encing another easy recession or do more trying times 
lie ahead. The answer is largely dependent on what is 
happening to retail sales. How do they compare in the 
economic curve with the two previous postwar periods 
of general retreat? 


Actual from Theoretical 


In the seven months ending with April, the nation’s 
retail merchants experienced a cumulative business loss 
of over $4 billion, or 3.5%. This figure, based on season- 
ally adjusted data, represents the difference between 
actual sales during the indicated seven months and the 
volume that would have been realized had sales con- 
tinued at the all-time high rate of the immediate pre- 
ceding three months. Comparable computations for the 
two previous recessions show a seven-month postpeak 
loss of 1.8% in 1948-1949 and of 3.3% in 1953-1954. 

The present cumulative retail “deficit” appears to be 
running reasonably parallel with that of 1954. But a 
closer look at the facts is less reassuring. For one thing, 
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Retail Sales in Three Recessions 
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Sources: Department of Commerce; The Conference Board 


if adjustment is made for price changes that occurred 
during each of the earlier recessions, current sales show 
up less favorably than are indicated by the percentages 
above. Since the start of the present difficulty, consumer 
prices have risen more than 2%. They remained un- 
changed, however, during the 1953-1954 contraction. In 
the 1948-1949 period, they declined by more than 2%. 

Historically, consumer demand has reacted slowly to 
changes in business trends, lagging both in the retreat 
and on the advance. Current history finds sales lingering 
at boom level rather longer than in the previous two 
recessions. In the third quarter of last year, when the 
economy was sounding general retreat, retail sales hit a 
record seasonally adjusted annual rate of $204 billion. In 
the subsequent quarter they dipped to $201 billion, and 
in the first three months of this year they further 
declined to a rate of $194 billion. They are now running 
closer to $190 billion. Thus, in their seventh month of 
downturn, sales were more than 6% below ceiling level. 
The maximum span between peak and trough in 1953- 
1954 was 5.5% in the sixth month of decline. In the 
1948-1949 period the lowest point, reached in the ninth 
month, was 4% below the preceding peak. 


Durables Hit Hardest 


Most of the $4.1-billion loss sustained by the nation’s 
merchants over the past seven months accrued this year. 
The retail deficit sustained in the final quarter of 1957 
came to a relatively scant $850 million. The loss piled up 
in the first four months of this year totaled $3.3 billion. 

As in the 1953-1954 slump, by far the largest share— 
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some three fourths of the total seven-month retail 
“deficit” —is accounted for by durable goods, although 
they represent about one third of all retail spending. 
Most disappointing of all have been car sales. Although 
they continued reasonably strong in the initial months 
of the recession, they weakened in December, and they 
are now running far below last summer’s sales. In 
March, the eighth month since car sales began to de- 
cline, they were running 17% below their prerecession 
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peak. In the 1953-1954 slump, car sales reacted more 
abruptly to the general business sag and by the sixth 
month of decline were off 20%. But the upturn was 
equally sharp. In the eighth month following the decline 
(that is, in March, 1954), automobile sales had regained 
a large part of lost ground and in the closing months of 
the year they were well on their way to the heights of 
1955. 

Applying the measure of cumulative loss, the auto- 
mobile industry appears to be holding up a bit better in 
the present recession than it did in the preceding one. 
The aggregate deficit over the initial eight months of the 
1953-1954 car-sale decline was about 8% compared with 
6.5% in the first eight months now. 

In the first postwar contraction, auto sales remained 
strong throughout; in fact, they made some impressive 
gains in the later months of that period. But 1949 was 
still largely a sellers’ market in the car business. Detroit 
had only recently retooled fully, and the pent-up con- 
sumer demand of the war years was not yet all spent. 


Some Further Comparisons 


Home-furnishing merchants—retailers of furniture, 
furnishings, appliances and television—seem to be doing 
relatively well compared with the two previous reces- 
sions, although the abrupt month-to-month fluctuations 
in this business, even when measured on a seasonally 
adjusted curve, make comparisons difficult. In any 
event, the recent three-month high in this trade was 
reached in June, July and August of 1957. During the 
subsequent seven months the cumulative decline in 
sales was only 3%. Similar arithmetic for the 1953-1954 
dip results in an identical figure. In the 1948-1949 
period, however, home-furnishing merchants had a con- 
siderably more distressing experience. The cumulative 
sales “deficit”? at that time came to 7%. But if the 
plunge was deeper, the pick-up was faster than in 1954. 
In the first period, the low point in the home-furnishings 
business was reached in the seventh month of decline, at 
which time sales were 10% below peak. By the seventh 
month after that, the cycle had apparently run its 
course; home-furnishing sales, fully revived, were well 
on their way to 1950 boom levels. In the 1953-1954 
period home-furnishing sales hit bottom only two 
months after peaking—in a decline of more than 8%— 
and made little recovery during the next year and a half. 
In the present contraction, the weakest month to date 
was October, 1957, when sales, seasonally adjusted, 
were 7% below the preceding crest. 

Consumer prices for home furnishings softened about 
6% in 1948-1949 and by less than 1% in 1953-1954. So 
far in the present situation, prices for these goods have 
remained more or less steady. 

In this and the last period of economic contraction, 
appliance and television sales were harder hit than the 
home-furnishings trade generally. In 1953-1954 the dif- 
ference was small, but in the current contraction it was 
more pronounced. Furniture demand has been erratic 


and depressed since the beginning of last year, but there 
has been little additional slippage in recent months. Ap- 
pliance and television sales, while also feeble through 
1957, have fallen sharply since the start of the year. In 
1948-1949, such sales continued brisk throughout; tele- 
vision was still coming of age and postwar appliance 
demand was still strong. 


Nondurables Holding Up 


Nondurables are demonstrating a somewhat greater 
resiliency in the present slump than in the previous two 
postwar recessions. The cumulative seven-month sales 
“Joss” has been slight. It was also slight during the same 
time span in each of the earlier contraction periods. 
However, in the final months of the 1948-1949 period, 
nondurables fell a full 7% below previous top sales. 
Maximum peak-to-trough decline—a little more than 
3%—in the 1953-1954 slump occurred early in the 
period. In the current downturn, the worst month for 
sales was November. So far, the gap from seasonally 
adjusted high to low has been less than 2.5%. 

Aggregate figures for nondurables may tell too opti- 
mistic a story. The record for that broad category of 
goods has been largely sustained, now as before, by the 
apparently irrepressible vitality of the food business. To 
some extent this performance reflects the toughness of 
food prices. Neither the 1953-1954 nor the 1948-1949 
period of business decline affected this sector. At worst, 
the industry underwent a temporary slackening in its 
pace of growth. 


The Cumulative Loss in Retail Sales! 
Dollars in billions 


Oct. ’57- Aug. ’53- Nov. *48- 
Apr. *58 Feb. 54 May 49 
Durables 454... .2 00 $3.1 7.7% 6.2% 1.2% 
Nondurables......... 1.0 L3 ne 4 Q.1 
Total retail sales.... 4.1 3.5 3.3 1.8 


1 Figures represent the difference between actual sales and the volume which would 
have been realized in the indicated seven-month period had sales continued at the rate 
achieved in the iramediate preceding three months. In every instance, that rate was 
the most recent peak rate, All computations are based on seasonally adjusted data 


Sources: Department of Commerce; Tur ConFERENCE Boarp 


The restaurant trade has been only a little less for- 
tunate. Sales in what the Department of Commerce 
calls “Eating and Drinking Places” have weakened only 
slightly in the months just gone by. Similarly, such out- 
lets were only modestly affected during the early months 
of the 1953-1954 period, and the trade was almost half 
a year ahead of the rest of the economy in its swing 
ahead. It was a different story in 1948-1949 when sales 
in restaurants and related establishments were down by 
close to 10% through most of the recession, and failed 
to return to high levels for more than a year after busi- 
ness had picked up generally. 

The apparel business, compared with other retail 
trades, appears to have a unique recession-reaction pat- 
tern. In the third quarter of last year, when the economy 
started to slacken, clothing sales were pushing on to new 


BUSINESS RECORD 


highs. During those three months business was about 
10% better than earlier in the year. The two earlier 
periods show similar developments, although less pro- 
nounced. Compared with declines then, apparel sales so 
far in the present recession have been little affected. 
Since the third quarter of last year, the aggregate sea- 
sonally adjusted six-month “deficit” is 4%, which com- 
pares with an 11% loss in the same postpeak period in 
1953-1954 and with a 9% drop in 1948-1949. 

But in March, apparel sales, seasonally adjusted, 
were running 15% below the third-quarter-1957 peak as 
against about 7% in the sixth postpeak month of the 
1953-1954 period. But the low mark was hit three 
months earlier, and at that point they were down by 
over 15%. Through the rest of the 1953-1954 recession 
and for very many months afterwards, apparel sales 
continued to be depressed. 

Fluctuations during the 1948-1949 period were not 
dissimilar to those just reviewed. In the sixth month 
following the peak, the apparel business was off 17% and 
hit bottom a month later with sales down close to 20%. 
Again, sales remained sluggish through all of the follow- 
ing year, suggesting that the industry is far more af- 
fected by broad internal cyclical movements than by 
moderate changes in the condition of the nation’s 
business. 

Both in the current contraction and in the one pre- 
ceding, prices for clothing have remained stable. In the 
earlier recession they declined quite sharply, by about 
1%. 

Men’s clothing stores in all three of the postwar con- 
tractions were quicker to react to slack times than 
women’s apparel shops. The cumulative decline in busi- 
ness volume, too, is larger for outlets catering to men. 


Department Store Sales Sagging 


The fact that sales of both apparel and home- 
furnishing specialty stores are behaving better in the 
present than in previous contractions would suggest 
that department store sales are also faring compara- 
tively well. But in the eight months ending with April 
cumulative seasonally adjusted sales of these stores were 
more than 6% below last summer’s three-month peak 
level. The related statistic for the preceding recession is 
3.4%, for the earlier one 4.7%. 

Moreover the fall in department store sales is now 
steeper and more abrupt. In April, eight months after 
volume turned down, the seasonally adjusted sales index 
was more than 7% below the peak figure. The related 
measures are 5%, and 6.4% for 1953-1954 and 1948- 
1949. At no time in the former period did department 
store sales drop by more than 5% from peak, but the 
maximum decline in 1948-1949 was twice that. Bottom 
in the latter period came in the ninth month after sales 

_started down; in the former instance in the sixth. In the 
present period, the low, so far, was in February when 
sales were 11% below peak. Exceptionally bad weather 
in that month may have had an unusually depressing 
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effect on department store business. Nevertheless, other 
measures of comparative sales performance indicate 
that department stores in the present downturn have 
been hit harder than in either of the preceding two. 

Such stores, while quick in reacting to adverse busi- 
ness conditions are slow in recovering. Although the 
economy had improved impressively by August, 1954, 
department store sales failed to perk up until the year 
following. Similarly, in the initial postwar experience, 
the economy was well on its way to stability by October, 
1949, but department store activity continued de- 
pressed well into the second half of the next year. 

On balance, the decline in retail sales has filled out the 
dimensions of the two previous postwar recessions. How- 
ever, generalizations concerning relative sales perform- 
ance involving so short a time period must be made 
cautiously. For all that, the conclusion indicated by a 
number of diverse methods of measurement is that the 
current recession in retail sales is steeper than it has 
been in any like period since the war’s end. 


Fasian LinpEN 
Division of Consumer Economics 


Business Forecasts 


Automobiles 


Steel (March 31)—“‘Autodom thinks its sales slump has 
leveled off, but the industry is waiting for mid-April reports to 
confirm its theory. A slowly increasing sales rate and produc- 
tion cuts have finally brought about a leveling of dealer 
inventories. 

“But the situation can be temporary. If sales do not pick 
up as anticipated, inventories will start inching up again, and 
Detroit cannot cut production fast enough to keep dealer 
stocks ready... . 

“No matter how well sales pick up, they will only make a 
dent in dealer inventories. Weekly car production is not ex- 
pected to climb much over the 100,000-unit mark for several 
months—perhaps not until 1959 model buildups begin. . . .” 


Electric Utilities 


Electrical World (April 7)—“‘Electric utilities expect to in- 
crease sales in 1958 by 8% over 1957, a breakdown of the 
government’s 1958 business expectations survey reveals. . . . 

“The over-all public utility category predicts a sales rise 
of 9%. Gas companies anticipate a gain of 12%. Sales in manu- 
facturing are expected to be down 2% from 1957 volume.” 


Railroads 


H. W. von Willer, president, Erie Railroad (as reported in 
Steel, March 31)—‘“‘Few business declines in the past year 
have been sharper than those of the railroad industry and its 
suppliers. Freight carloadings have been below year-earlier 
levels for 31 consecutive weeks. No letup is in sight during the 
first half. H. W. von Willer . . . predicts his road’s loadings 
for this year will average 7% to 9% lower than they were in 
1957; most of the dropoff is expected in the first half. He looks 
for a pickup in the second half. . . .” 
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Gasoline Consumption 


Year-to-year per cent change 


AVERAGE 


AVERAGE 

ANNUAL 

RATE OF 
INCREASE 


TO TO Lop TO) TO TO TO TO TCO TO 
1948 ‘49 ‘50 ‘5\ ae KS) Mee eh fel} ey) 


Sources: American Petroleum Institute; The Conference Board 


Bureau of Mines estimates only a 2.2% increase in 
domestic demand over last year, assuming normal 
weather conditions, no over-all change in crude stocks, 
current limitations on imports, and a business improve- 


ment from present levels in the fourth quarter. 


Annual and Seasonal Trends 


Gasoline consumption since 1948 has been charac- 
terized by shifts in seasonal and regional demand, and, 
in recent years, by a distinct slowing in annual rates of 
growth. Since 1948, annual consumption of gasoline has 
increased at an average annual rate of about 4.9%, but 


its growth rate in the last five years (3.0% per annum) 


has been considerably less than that of the 1948 to 1952 
period (5.5%). This situation partly reflects declining 
annual rates of increase in vehicle miles traveled, and 
in total motor-vehicle registrations. Vehicle miles of 
travel rose 29% from 1948 to 1952, but only about 19% 
from 1953 to 1957. Motor vehicle registrations increased 
29.7% and 19.4%, respectively, in the two five-year 


periods. 


A shift in seasonal consumption of gasoline has also 
been developing in the last ten years. Consumption of 
gasoline in the first quarter has shown the highest 
average rate of growth among the four quarters. It now 
accounts for about 22.6% of annual consumption, as 
compared with 21.2% in 1948. Meanwhile, third-quarter 
demand, as a percentage of the total, has tended to 
decline since 1948, although it recovered sharply in 
1957. The second and fourth quarters have been rela- 


tively stable. (The decline of second-quarter consump- 


tion and the rise of third-quarter consumption in 1957 


partly reflects an erratic shift of reported consumption 


from June to July.) 
These seasonal movements, however, have been 


highly irregular. Most of the first-quarter gains (which 
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coincided with third-quarter declines) occurred in 1951 
and 1956. 

Varying rates of growth among regions of the United 
States have caused shifts in the regional distribution of 
motor-fuel demand. The Southern and Mountain re- 
gions, in particular, have increased their consumption 
of gasoline at a higher average rate than the nation as a 
whole. Demand in the South Atlantic and East South 
Central states has grown at an average annual rate of 
over 6% since 1948, as compared with about 4.9% for the 
total United States. The Mountain and West South 
Central regions have also done well, showing average 
annual increases of about 5.6% and 5.3%, respectively. 

The three southern regions now consume about 33% 
of all motor fuel in the United States, an increase of 
three percentage points since 1948. This strength in 
southern demand may partly account for the high rate 
of growth in first-quarter consumption, since weather 
conditions during the winter months do not reduce de- 
mand in southern states as much as in other areas. 

The weaknesses in regional demand have been cen- 
tered in the North Central, New England and Pacific 
regions. The North Central states now account for 
about 30.2% of total consumption, a decline of two 
percentage points since 1948. The Pacific states’ share 
of total demand has declined about 1.5 points. 

The slower rate of growth in total gasoline consump- 
tion in the more recent period 1953 to 1957 has also been 
reflected in varying degrees among the regions. The 
West South Central region was the most severely 
affected (reflecting pronounced weakness in reported 
gasoline consumption in Texas); consumption rose at an 
average rate of only 0.7% during the past five years, as 
compared with 7.6% from 1948 to 1952. 

The South Atlantic, East South Central and Moun- 
tain states also suffered sharp reductions in growth 
rates from 1953 to 1957. Demand in the North Central 
and Pacific regions increased at moderately lower rates 
in the past five years, while the rate of increase in con- 
sumption in the New England and Middle Atlantic 
states declined only slightly. 


State Influence on Regional 


It should be noted that demand in a particular region 
may be affected by only one or two states. For instance, 
the high rate of growth in the South Atlantic region has 
been greatly influenced by a substantial increase in 
gasoline consumption in Florida. Since 1953, weakness 
in the West South Central region has been due almost 
entirely to declines in Texas, the three other states in the 
region—Oklahoma, Louisiana and Arkansas—having 
generally maintained their rate of growth at least 
through 1956. Slackening demand in California since 
1955 is largely responsible for the reduced rate of in- 
crease in the Pacific region as a whole; growth has been 
strong in Washington and Oregon. 


Jack RuBINSON 
Division of Business Analysis 


DISCRETIONARY INCOME: 


A NEW MEASURE OF CONSUMER MARKETS 


S PERSONAL incomes rise above the amount 
necessary to maintain minimal living standards, a 
portion of total income appears over which consumers 
have a different and higher degree of control. In its 
broadest sense, this margin of income above a level of 
necessitous expenditure is “discretionary”; it may be 
saved with no immediate impairment of living stand- 
ards, or if it is spent it is spent as a result of a consumer 
decision relatively free of prior commitment or the pres- 
sure of need. Because it is subject to neither a commit- 
ment nor a requirement, “discretionary income” should 
be expected to yield a stream of expenditures that is 
more volatile than the total expenditures of consumers. 
While the concept of “discretionary income”’ is clear 
enough as a generality, translation of the concept into a 
simple dollar figure presents some imposing difficulties, 
since there is no clear-cut line of separation between 
“necessary” and “discretionary” outlays. If necessary 
outlays are taken to be only those required to provide 
minimal levels of food, clothing and shelter, then the 
bulk of current personal income must be classified as 
“discretionary.” If, on the other hand, necessary out- 
lays are taken to be those required permanently to 
maintain the current scale of living, then discretionary 


Table 1: Disposable Income, Imputed Income, Major Fixed 
Commitments, Essential Outlays, and Discretionary 
Income, 1939-1957 
Millions of dollars 


Disposable 
Year Personal Imputed Major Fixed Essential Discretionary 

Income Income Commitments Outlays Income 
1939 ee 70,444 3,841 13,820 30,076 22,707 
1940... 76,076 3,956 15,246 $1,835 25,039 
1941... 92,982 4,636 17,484 35,828 35,034 
1942... 117,516 6,060 17,455 42,161 51,840 
1943... 133,547 7,597 15,368 46,955 63,627 
1944... 146,761 8,935 15,475 49,959 72,392 
1945... 150,355 9,815 16,136 52,127 (2,277 
1946... 159,182 7,718 18,557 63,073 69,834 
1947... 169,016 7,236 93,113 76,204 62,463 
1948... 187,601 7,944 27,620 83,150 68,887 
1949... 188,157 8,853 $1,248 82,229 65,827 
1950... 206,130 9,771 36,252 85,003 75,104 


1951... 226,069 11,312 42,839 93,687 78,231 
1952... 237,374 12,364 47,426 96,555 81,029 
1953... 250,235 13,351 51,862 97,934 87,088 
1954... 254,463 14,161 56,251 99,928 84,123 
1955... 270,189 14,379 61,228 102,246 92,336 
1956... 287,202 15,343 66,731 106,145 98,983 
1957p.. 300,600 16,300 69,800 111,300 103,200 


a a eae ee ae eS 
p—Preliminary 
Sources: Department of Commerce; Federal Reserve; Institute of Life Insurance; 


Securities and Exchange Commission; Bureau of Labor Statistics; Department of 
Agriculture; Edison Electric Institute; Taz Conrermnce Boarp 


income would be closely equivalent to unspent income, 
or saving. 


How Series Differs 


Neither of these definitions serves the present pur- 
pose, which is to measure a margin of income out of 
which relatively postponable types of outlay are made. 
But a point between the two extremes that will yield a 
practical measure can only be established by definition, 
and the results so yielded can only be interpreted in the 
light of the definition, which may contain many arbi- 
trary elements. 

The discretionary income series set forth here at- 
tempts to take into account the relatively high standard 
of living achieved by the personal sector in the postwar 
years. It thus arrives at discretionary income by ex- 


Technical Papers on the Subject 


The Conference Board presents herewith annual and 
quarterly statistical series for discretionary personal in- 
come, and a number of related income and expenditures 
measures. Derivation of the series is described in detail 
in the Board’s Technical Paper Number Six, “Discre- 
tionary Income,” now in press. Copies of the Technical 
Paper are available to ail Associates on request, without 
charge. 

In this article, and in the Technical Paper, quarterly 
figures for discretionary income are carried through the 
end of 1957. Figures for the first quarter of 1958 and 
ensuing quarters will appear in regular articles in The 
Business Record. The following series will be main- 
tained on a continuing basis: 


. Total discretionary income 

. Total fixed commitments 

. Total essential outlays 

. The discretionary fund 

. Discretionary income in constant dollars 

. Per capita discretionary income in constant 
dollars 


Data for the first quarter of 1958 are in preparation, and 
will appear in the June issue of The Business Record. 

In preparation is a second Technical Paper on the 
subject of discretionary income, correlating the Board’s 
series with the behavior of markets for such discretion- 
ary consumer purchases as automobiles, appliances and 
home furnishings. Also contemplated are additional 
articles in The Business Record on discretionary spend- 
ing, discretionary saving and related subjects. 
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tracting from total income the ‘ 


‘essential expenses” 

associated with a postwar standard. Starting with dis- 
posable personal income, as measured by the Depart- 
ment of Commerce, the following items are subtracted: 


© Imputed income and income in kind 
© Major fixed commitments, including 


at ee ee ee 


\ 


scheduled home mortgage debt repayments 
consumer instalment debt repayments 
payments into insurance and pension re- 
serves (net of receipts) 
homeowner taxes 


tenant rent (list continues) 


Table 2: Disposable Income, Imputed Income, Major Fixed 
Commitments, Essential Outlays, and Discretionary 
income, 1946-1957, by Quarters 


Billions of dollars; seasonally adjusted annual rate 


Quarter Disposable Imputed 
Income Income 

N946—1. 2. oss 152.8 8.4 
ee se 157.0 7.6 

Wiaeee Bok 161.9 7.0 

<i t eieeae 164.9 TA 
ey = ere 165.6 74 
RAS one. 163.8 6.7 

Ho Se eae 171.1 6.9 
See 175.3 ae 
NOAS—IE cs... 178.3 ToL 
/ dace eMC 187.3 7A 

3 192.1 PRES 

eee ee 192.4 8.0 
1949—1........ 190.2 8.6 
Vie eee 188.9 8.7 

eS ee 186.9 8.9 

be See 186.7 8.9 
1950—1........ 199.1 9.3 
pen 200.7 9.3 

CT See 208.5 9.7 

fa ee 216.2 10.4 
TO6U—1:....... 218.7 10.4 
Re So 224.8 its 

ki See 227.9 11.7 
Ae er ee 232.8 5 ba | 
1952—1........ 230.6 12.0 
ee See 234.2 12.4 

eR rast oe 240.3 12.4 

7 Re eR 244.3 12.6 

NOSSO HI cise sms 247.9 12.9 
Qeeorsrsr. 251.0 138.8 

Sines ogee 951.7 13.6 

1 ee 251.0 13.8 
1954—1........ 252.3 14.0 
4 © <cgaeg ae - 259.3 14.0 

bo 254.6 14.3 

Ce ae eer 258.4 14.3 
1955—1........ 260.1 14.1 
EE re ic ater 267.8 14.1 
Saas 9713.2 14.3 

7h ee ee 278.6 14.6 
1956—1........ 279.6 15.0 
le ane 285.8 15.2 

See dias oe 288.8 15.5 

Ae i exens cane 294.0 15.8 
1957—I1p....... 296.1 16.0 
CAs Clee 300.4 16.0 

OD lo a:215%5 303.3 16.4 

ALTIETE ss seu 302.1 16.6 


p—Preliminary 
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Major Fixed 
Commit- 


ments 


16.5 
17.9 
19.0 
19.5 


21.1 
22.4 
23.9 
25.2 


26.2 
Q7.5 
28.5 
28.4 


30.1 
31.2 
31.1 
32.8 


34.9 
34.9 
36.7 
38.1 


40.5 
41.8 
43.7 
45.7 


45.7 
46.9 
48.2 
49.0 


50.4 
51.3 
52.2 
53.7 


55.2 
55.6 
56.6 
57.5 


58.9 
60.3 
62.0 
63.7 


64.1 
67.0 
67.7 
68.3 
69.0 
68.8 
70.7 
70.5 


Discre- 

Essential _ tionary 
Outlays Income 
56.7 71.2 
58.8 72.7 
66.2 69.2 
70.9 67.1 
73.0 64.1 
74.7 60.0 
Wea 62.8 
79.7 63.1 
81.5 63.5 
83.2 69.2 
83.4 72.5 
84.1 71.9 
82.4 69.1 
82.2 66.8 
82.4 64.5 
82.1 62.9 
82.0 72.9 
83.5 73.0 
86.4 75.7 
88.1 79.6 
92.0 75.8 
93.3 78.4 
93.7 78.8 
95.8 719.2 
95.4 17.5 
96.2 78.7 
97.4 82.3 
97.5 85.2 
96.8 87.8 
97.4 89.0 
98.4 87.5 
98.1 85.4 
98.9 84.2 
99.8 82.9 
100.3 83.4 
100.2 86.4 
101.0 86.1 
101.9 91.5 
102.8 94.1 
103.1 97.2 
103.3 97.2 
105.5 98.1 
107.7 97.9 
108.1 101.8 
108.8 102.3 
110.5 105.1 
112.8 103.4 
113.0 102.0 


Sources: see table 1 
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Rapid Rise of Fixed Commitments Has Slowed Growth 
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O Essential expenditures, including 

¥ outlays for food required to maintain per 
capita physical consumption of food at its 
average level in the years 1947-1949 

4 outlays for clothing required to maintain 
physical apparel purchases at their per 
capita level of 1951 

¥ all medical, health insurance and death 
expenses 

V all outlays for household utilities 

v_ all purchases of local transportation. 


The Long-Term Trend 


The Board’s discretionary income series rises from 
$22.7 billion in 1939 to $103.2 billion in 1957—an in- 
crease of about 355%, as compared with an increase of 
about 325% in the Department of Commerce’s measure 
of disposable personal income. The discretionary income 
series amounts to about 32% of all disposable income in 
1939, rises to over 49% during World War II and falls 
to about 33% in 1954. From 1954 forward, the per- 
centage rises slightly, reaching above 34% in 1957. (Late 
in 1957, and continuing into 1958, the discretionary por- 
tion of total income has been declining.) 

It is generally assumed that discretionary income 
rises as a portion of total income, as the level of total 
income rises. The discretionary share of total income, 
as measured by the Board’s series, shows a slight long- 
term uptrend. A major reason for the failure of the 
discretionary percentage to rise more rapidly has been 
an exceedingly rapid increase in “fixed commitments,” 
which have more than quadrupled between 1939 and 
1957. This expansion of fixed commitments is in turn 
owing to rapid growth in repayment of homeowner and 
instalment debt. The “‘fixed commitments” measured 
here account for less than 20% of disposable income in 


Table 3: Per Capita Disposable Income and Discretionary 
Income in Current and Constant Dollars, 1939-1957 


_ Per Capita Per Capita 
Disposable Income Discretionary Income 
Current 1947-1949 Current 1947-1949 
Dollars Dollars Dollars Dollars 
OSD Mere seaman cee 537 904 173 285 
LOMO yc cakes 576 961 190 311 
LI eee a ee 697 1,109 263 413 
OE les he cise e oa 871 1,250 384 559 
Oa Senate oresiaheve 976 1,319 465 653 
Te) ASS ise Re 1,061 1,410 523 689 
ROA Ss ae ee «ioc 1,075 1,398 517 657 
LO4GRe eee eee ee 1,126 1,350 494 585 
LOS ite Ses Poh eeine s 1,173 1,228 433 454 
dE lala acastere Seton 1,279 1,245 470 462 
gS eis cnceenS once 1,261 1,239 441 428 
ODOR. cohitetee hee 1,359 ieee 495 476 
USES, crstnetecac Olea 1,465 1,320 507 456 
TOES aeroisottrire aeaee 1,512 1,332 516 454 
LO aS irate’ 1,567 1,370 546 471 
LO DAN eae hi 1,567 1,365 518 448 
LOSORER tae tac ee 1,635 1,428 559 485 
MOOG Ber. tate tes sake 1,709 1,471 589 506 
USD ek Nee Mesos 1,756 1,461 603 501 


p—Preliminary 


Sources: Department of Commerce; Bureau of Labor Statistics; Tur ConrERENCE 
OARD 


1939; in 1957, they had risen to about 23%. Conversely, 
essential outlays have tended to decline relatively 
rapidly as a percentage of total disposable income. 

In several earlier years of the series, “essential” out- 
lays for food, as calculated above, are in excess of actual 
outlays. For these years, the actual was taken to be the 
measure of essential food spending. (For details, see 
Technical Paper Number Six.) The effect of this treat- 
ment is to lower essential outlays and raise discretionary 
income in the years involved. This accounts, in some 
measure, for the fact that the discretionary income series 
shows a lesser long-term uptrend than might have been 
expected. 

At the onset of each of the three postwar recessions, 
the Board’s discretionary income series declined one 
quarter earlier than the Commerce Department’s series 
on disposable income, and the percentage magnitude of 
the decline during the ensuing recession was notably 


Table 4: Composition of Discretionary Fund, 1939-1957 
Millions of dollars 


Consumer 
Discretionary Discretionary Instalment 
Fund Income Credit 

Extensions 

1930 Res wee ees 29,579 22,707 6,872 
TOO S: he. lectebees ere 33,258 25,039 8,219 
LOST cect oe as es 44,459 35,034 9,425 
LOSS Spee sos coeretrs 57,079 51,840 5,239 
LOA Sy. cache stesiete «rs 68,214 63,627 4,587 
[O44 SF eames 77,286 72,392 4,894 
ONG Re sy ceed terete 77,656 Whe fk 5,379 
V94G sie Adasen 78,329 69,834 8,495 
OAT sya51% cxaaeeten 75,176 62,463 12,713 
LOSS. ¢ <r gr cree or 84,472 68,887 15,585 
L049 Bole eee oe 83,935 65,827 18,108 
LOSORS RASS eee 96,662 75,104 21,558 
LOG ex oeeee on 101,807 78,231 23,576 
LOSS. Seer. 110,543 81,029 29,514 
LOGS Sactast-stere stone 118,646 87,088 31,558 
LOGS. cee ee 115,174 84,123 31,051 
L9GSERE ee oree ss 131,375 92,336 39,039 
1956.47 Se eae 139,046 98,983 40,063 
LOG iss ae hee 145,611 103,200 42,411 


p—Preliminary 
Sources: Federal Reserve; Tat CONFERENCE Boarp 


Table 5: Discretionary Outlays by Major Classes, 


1939-1956 
Millions of dollars 

Total Durables Nondurabies Services 
1939... ees 25,899 6,498 10,242 9,159 
LOSE F Beer 28,011 7,585 10,841 9,585 
LOGUE iene 32,746 9,432 12,846 10,468 
WQS RE sors tte 32,794 6,710 14,508 11,576 
LOSS Mh occ Oe 37,318 6,298 17,367 13,653 
194406. 5 5 Se 42,118 6,431 20,424 15,263 
LOAD. eae ne 50,792 7,756 26,147 16,889 
L946 acs. See 65,217 15,496 29,986 19,735 
LOA Lene 68,632 20,193 26,959 21,480 
WO A Bizet aes 71,690 21,787 96,611 23,292 
1049) 2. cis Se 73,154 23,195 96,257 23,772 
LOS 0 co ee 80,986 28,129 QT TAT 25,110 
19d lek. eae 83,538 26,616 29,963 26,959 
1952). be See 87,838 26,080 33,199 28,559 
LOGS ios eee 95,820 29 234 36,156 30,430 
LOG 4 Tie aes 97,621 28,788 36,870 31,963 
LOO Si ece-vereecueeiees 110,944 35,077 41,334 34,533 
LO5G). nore te ee 117,236 33,336 46,269 37,631 


Sources: Department of Commerce; Taz Conrerencr Boarp 
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Trend in Disposable Income, Discretionary Income, Fixed Commitments, 
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larger. This greater sensitivity of discretionary income 
is attributable to the relative inflexibility of both fixed 
commitments and essential outlays, which have tended 
to continue upward after the peak in total income. Be- 
cause the trend of fixed commitments and essential out- 
lays was not reversed by the recessions of 1949 and 
1954, the Board’s discretionary income series did not 
tend to lead at the upturn following these recessions. 


Constant and Per Capita Measures 


In terms of 1947-1949 dollars, the Board’s discretion- 
ary income series rose from $37.3 billion in 1939 to 
$85.9 billion in 1957—an increase of 130%, as con- 
trasted with an increase of over 350% as measured in 
current dollars. The price index used to place the series 
on a constant-dollar basis is an implicit deflator devel- 
oped by deflation of current-dollar spending for discre- 
tionary goods (for details, see Technical Paper Number 
Sia). If these constant-dollar figures are further adjusted 
for growth in population, the increase in per capita 
real discretionary income from 1939 to 1957 amounts to 


about 75%. 


The Discretionary Fund 


The discretionary income series presented here ex- 
cludes income committed to the repayment of instal- 
ment debt. However, consumers have, throughout the 
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postwar years, borrowed heav- 
ily in the form of new exten- 
sions of instalment credit, and 
in almost all years instalment 
credit has been a net source of 
consumer funds. The series la- 
beled “discretionary fund” in 
the accompanying tables repre- 
sents the Board’s discretionary 
income series increased by the 
amount of gross new credit ex- 
RR tensions; within the definition 
Seserat used here, this represents the 
fund devoted to discretionary 
purposes. This somewhat more 
meaningful measure of the size 
of the discretionary market ac- 
counts for about 48% of 1957 
personal disposable income. 


Discretionary Outlays 


oS 
restate 


on 


Discretionary outlays repre- 
sent all consumption expendi- 
tures not treated as essential 
in the derivation of discretion- 
ary income. Included are: all 
outlays for liquor and tobacco; 


OO 
KOO 
OOOO 
PRINS 


5 


ot > 
S05 


sas 


nee 


5 
rete 
SRK 


9 
se 
25 


x 


nates 
sects 
setenes 
‘ 
PO 


sesects 


ee 
rece, 

ponecestsoets 
SRK RNS 


8 9, 


Soran one §6§— «that portion of outlays for food 
1954 


1955 1956 1957 


and clothing in excess of ““essen- 
Source: Table 2 


tial” requirements; all outlays 
for personal care; nonbusiness 
hotel occupancy; all household operation expenditures, 
except for utilities; personal business outlays except im- 
puted interest and interest on personal debt; all transporta- 
tion outlays except purchased local transportation; all out- 
lays for recreation, private education and research; relt- 
gious and welfare activities; and net foreign travel and 
remittances. 

Durables purchases constitute a considerably larger 
proportion of all discretionary outlays than of all per- 
sonal consumption expenditures. The proportion of soft 
goods purchases in discretionary outlays is smaller than 
in total outlays. And the proportion of discretionary 
outlays going to services is roughly the same as the 
proportion for all personal consumption expenditures. 


WiuuraM B. FRANKLIN 
Division of Business Analysis 


Business Bookshelf 


Automation and Management—Dealing with the nature of 
automatic manufacturing, this book describes the experi- 
ences of thirteen plants in terms of the impact of automation 
on maintenance, on the skill required of the work force, on 
the sales effort, and on management itself. By James R. 
Bright. Harvard Business School, Division of Research, Bos- 
ton, Massachusetts, 1958, 270 pages. $10.00. 


Influence of Sales Upon Inventories in Durable Goods 
Manufacturing, Assuming Various Leads of Sales 


over Inventories 
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N THE FIVE months from November, 1957, to 
March, 1958, inventories of durables manufac- 
turers declined at an average rate of $400 million 

per month. At the end of the first quarter, the net de- 
cline of inventories from their 1957 peak was 6%. (The 
peak-to-trough decline in durables inventories in 1948 to 
1949 was about 15%; the 1953 to 1954 decline amounted 
to 10%.) Sales declined about 16% in this five-month 
period, and have recently been over 20% below their 
peak in January, 1957. 

As a result of the slower relative rate of decline of 
inventories, the inventory-sales ratio for durable goods 
industries in February and March of 1958 was over 
2.5, its highest point in postwar experience. 

The high level of this ratio illustrates the fact that 
inventories tend to respond to changes in the movement 
of sales only after a lapse of some months. Until the 
level of confidence is strongly affected, inventory policy 
does not appear to adjust directly to a change in sales. 


Durables 
Inventories 


—The Runoff 
Continues 


Moreover, it takes a certain amount of time for the 
physical process of accumulation or liquidation to occur. 
A decision to adjust the size of inventories usually in- 
volves a change in the rate of production (to control 
finished inventories) and in the rate of orders (to control 
raw materials inventories). Inventory held in different 
stages of fabrication—purchased materials, goods in 
process and finished goods—is thus affected in different 
degree, and with different timing. 

When sales slow down, purchased materials and 
goods-in-process inventories appear to react quickly. 
But finished goods inventories are apt to continue to 
grow for a time. In the recent cycle in durables manu- 
facturing, durables sales reached a peak in January, 
1957; purchased materials inventories, in March; goods- 
in-process inventories, in August; and finished goods 
inventories apparently in December. 

An accompanying chart shows the several coefficients 
of correlation obtained when sales are correlated with 
inventories at various stages of fabrication, and with 
various assumptions as to the lead of sales over inven- 
tories. For total durables inventories, the maximum 
correlation coefficient (r = .92) is found by assuming 
that sales lead inventories by a three-month moving 
period centered around the fifth preceding month; or, to 
put it another way, that inventories in any given month 
are most influenced by sales rates four, five and six 
months earlier. 

On the basis of the simple correlations of sales and 
inventories by stage of fabrication under various condi- 
tions of leads in sales, it is possible to select the specific 
three-month period for which sales seemed to exert the 
greatest influence at each inventory stage. In each 
instance, the three-month moving total of durable goods 
sales yielding the highest coefficients of correlation has 
then been used as the independent variable, and the 
current month’s inventory as the dependent variable in 
a regression equation. 


Purchased Materials 


Sales three, four and five months prior to the current 
month were related to current purchased materials 
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inventories. The degree of association between these two 
series was .87. When the regression equation! values are 
plotted with actual purchased materials inventories, the 
magnitude of the deviations between the series does not 
exceed 10%: the standard error of estimate, which meas- 
ures the effectiveness with which the estimating equa- 
tion can be employed to estimate values for the de- 
pendent variable, is about 4%, or $300 million. This 
means, roughly, that two thirds of the estimates will not 
‘depart from the actual figures by more than 4%, or $300 
million in the present range of the series. 

Using this regression equation (derived on the basis 
of monthly observations ftom January, 1953, through 
October, 1957), the series for calculated purchased 
materials inventories was extrapolated back, monthly, 
to January, 1948. Although generally the movements of 
actual and calculated inventories were similar in this 
extrapolated period, the computed values consistently 
underestimated the actual. Between the earlier (1948- 
1952) and later (1953-1957) period, a considerable 
downward shift in the relationship of purchased mate- 
rials to sales seems to have occurred. (Aggregate durable 
goods sales approximately doubled between 1948 and 
1957, while purchased materials inventories increased 
only about 65%.) At least a large part of this shift may 
be attributable to a decline in the relationship of raw 
material prices to finished goods prices. 


Goods in Process 


The estimating equation? that best seems to describe 
the relationship between total sales and goods-in- 
process inventories is based on a lead of sales by four, 
five and six months. (The lead-lag relationship between 
durable goods sales and goods-in-process inventories is 
the same as that between sales and total durable goods 
inventories.) It yields calculated figures that seem to 
contorm closely to the actual values; the standard error 
of estimate for this equation is $500 million, or 4%. Dur- 
ing the period examined (1953 to 1957), actual goods-in- 
process inventories deviated from the calculated figures 
within a range of plus to minus 15%. When values were 
extrapolated for the period 1948 to 1952, the discrep- 
ancies were within a range of plus to minus 20%. Be- 
tween the earlier and later period there is no indication 
of any important change in the relationship of goods-in- 
process inventories to sales. 


Finished Goods 


In their timing relationship to sales, finished goods 
inventories show a pattern significantly different from 


1 Based on monthly data from 1/53 through 10/57 as follows: 
Y = .66 + .1811X; 
Y = Purchased materials inventories (current month) 
X; = Three-month total for durable goods sales (current minus 
three, four and five months) 
2 Based on monthly data from 1/53 through 10/57 as follows: 
Y = —2.22 + .3511X, 
Y = Goods-in-process inventories (current month) 
X, = Three-month total for durable goods sales (current minus 
four, five and six months) 
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inventories at earlier stages of fabrication. In this case 
the highest correlation was attained with a substantially 
longer lead for sales—centered around the eighth month. 
The range of deviations between actual and calculated 
finished goods inventories from 1953 through 1957 fall 
well within plus to minus 10%. Extrapolating values 
back to January, 1948, on the basis of the derived 
estimating equation! yields calculated finished goods 
inventories for the period 1948 to 1952 that overstate 
actual inventories in each month, at times by as much 
as 20%. This appears to be owing in large measure to the 
fact that finished goods prices have risen more rapidly 
since the years 1948 to 1952 than raw material prices 
(and hence more rapidly than the general price trend of 
all inventory). 


Total Durable Goods Inventories 


The sum of the individual estimates of each stage of 
fabrication may be used as a means of estimating total 
durable goods inventories. Even though inventories of 
purchased materials yield low values for the 1948-1952 
period, the high figures for inventories of finished goods 
1 Based on monthly data from 1/53 through 10/57 as follows: 

Y = .67 + .2020X, 

Y = Finished goods inventories (current month) 


X; = Three-month total of durable goods sales (current minus 
seven, eight and nine months) 


in Acival and Calculated Inventories of Durables Manufacturers 
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offset this underestimation and 
the resulting over-all estimates 
are reasonably in line with 
actual inventories, even in the 
extrapolated period 1948 to 
1952. 

When aggregate inventories 
are directly related to total 
sales with a lead of four, five 
and six months, the standard 
error of estimate of the regres- 
sion equation! that describes 
this relationship is about $1 
billion. The second method, 
which involves the sum of the 
three individual estimates for 
each of the three components 
of total inventory, yields es- 
timates that are generally 
somewhat closer to actual in- 
ventory values, and the stand- 
ard error of estimate is reduced 
10% to $900 million. 

With a few exceptions, in- 
ventory figures calculated 
either from the sum of the 
three stages of fabrication or 
from the estimating equation 
pursue a course generally com- 
parable to the actual inven- 
tory data. However, the series 
depart notably in 1952, when 
actual inventories ran substantially higher than the 
calculated series. During this period, the monthly devia- 
tions ranged from $1.1 billion to $2.5 billion. 

This iarge departure partly reflects the rising impor- 
tance of defense stocks at this time. Movements in 
defense inventories follow a pattern of timing relative to 
sales that is somewhat different from the movements of 
civilian stocks, because defense inventory policy is tied 
to specific contracts that require a long period of prepa- 
ration. Defense inventories advanced sharply during 
this period—evidently more sharply than actual de- 
liveries. The deviations may also reflect the tendency of 
civilian industries not to liquidate—even though their 
sales were declining—at a time when the burgeoning 
Korean defense program seemed to assure high levels of 
business activity and rising prices. 

From mid-1955 to mid-1956, calculated inventory 
levels were higher than actual levels. Shortages in mate- 
rials and capacity limitations may have been responsible 
for the relatively large deviations in this period. From 
mid-1956 until early 1957, when actual inventories ac- 
cumulated rapidly, while calculated levels showed little 


1 Based on monthly data from 1/53 through 10/57 as follows: 
Y = —966 + .7339X4 
Y = Total durables inventories (current month) 
X4 = Three-month total for durable goods sales (current minus 
four, five and six months) 


1957 


1957 1958 
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‘change, strong confidence in the outlook plus the proba- 
ibility of rising prices may have been motivating 
influences. 

The regression equation for aggregate durable goods 
‘Inventories suggests that cuts in inventories in these 
Industries have continued since March (the latest date 
for which an actual inventory figure is now available), 
and should persist at least through the second quarter. 
Calculated inventories for the end of the second quarter 
are about $3 billion lower than the actual level of inven- 
tories at the end of the first quarter. This sharp pro- 
jected contraction in stocks portrays, in statistical form, 
the desire of manufacturers ‘to bring inventories in line 
with past trends in sales. But even if the current (March) 
sales rates were to be maintained in the second quarter, 
and even if actual inventories were to continue to fall at 
the projected rate in the second quarter, the inventory- 
sales ratio at midyear would still be somewhat higher 
than normal, and calculated inventories would still be 
pointing slightly downward. Unless sales rates in dur- 
able goods industries recover significantly in the second 
quarter, there is thus a strong possibility that liquida- 
tion in these lines will continue into the second half of 
1958, although perhaps at a slower rate. 


Hyman STEINBERG 
Division of Business Analysis 


Business Bookshelf 


Analysis for Production Management— Describes the use of 
linear programing, statistical control, monte carlo analysis 
and schematic models in arriving at production decisions. 
Practical applications are illustrated by case studies. By 
Bowman & Fetter. Richard D. Irwin, Inc., Homewood, 
Illinois, 1957, 475 pages. $7.80. 


Automation in Business and Industry—Based on series of lec- 
tures by engineers and scientists at the University of Cali- 
fornia. Explains how the fields of feedback control theory, 
instrumentation, analogue and digital computation, and 
data processing are now being integrated for automation. 
By Eugene M. Grabbe. John Wiley & Sons, Inc., New York, 
1957, 596 pages. $10.00. 


Quality Control and Statistical Methods—A concise expla- 
nation of organization for quality control and its value in 
industrial applications and a description of statistical 
methods used. Contains illustrative control charts. By 
Edward M. Schrock. Reinhold Publishing Corporation, New 
York, 1957, 243 pages. $6.75. 


Advertising to Business—A textbook describing how goods 
bought by business firms for their own use and for resale are 
advertised by the manufacturer. The volume deals with a 

‘number of management problems encountered in industrial 
advertising such as budgeting and industrial publicity. By 
Ronald B. Smith. Richard D. Irwin, Inc., Homewood, Illinois, 
1957, 892 pages. $7.20. 
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How To Win Customers—Covers fifteen aspects of creative 
selling and principles and suggestions for success in selling. 
The study of each selling area is preceded by guiding ques- 
tions and problems from practical sales work. By Heinz M. 
Goldmann. Printers’ Ink Books, 1957, New York, 306 pages. 
$4.95. 


Making Ads Pay—Strong emphasis is put on copywriting 
fundamentals by a leading practitioner, who reviews his 
long career in advertising, particularly in preparing mail- 
order advertisements, and suggests some creative elements 
that are required if an advertisement is to be effective. By 
John Caples. Harper & Brothers, New York, 1957, 248 pages. 
$4.50. 


The Big Name— With numerous anecdotes and examples this 
book explores the proper and not-so-proper application of 
the testimonial-endorsement technique in advertising and 
promotion. It advocates the use of genuine testimonials 
and explains how to obtain and use them. By William M. 
Freeman. Printers’ Ink Books, New York, 1957, 230 pages. 
$3.75. 


Motivation Research and Marketing Management—Specific 
examples of motivation research and its techniques are ex- 
plained, along with a discussion of the meaning of such re- 
search for marketing knowledge and administration. By 
Joseph W. Newman. Harvard Business School, Division of 
Research, Boston, Massachusetts, 1957, 525 pages. $7.50. 


Concepts of Actuarial Soundness in Pension Plans—An anal- 
ysis of the rate and conditions under which funds can be ac- 
cumulated in order to assure participants in pension plans 
the benefits to which they are entitled. By Dorrance C. 
Bronson. Published for the Pension Research Council of the 
Wharton School of Finance. Richard D. Irwin, Inc., Home- 
wood, Illinois, 1957, 183 pages. $5.00. 


Self-Service in Variety Stores—‘““The most noticeable effect 
of adopting self-service was a reduction in the nonmanage- 
rial payroll expense as a percentage of sales.” By Lawrence 
Robinson and Eleanor G. May. Harvard University, Graduate 
School of Business Administration, Cambridge, 1956, 
52 pages. $3.00. 


Individuals, Groups and Economic Behavior—An attempt to 
apply social psychology to economic problems, with em- 
phasis on the nature and effect of managerial motivation, 
the feasibility of interpersonal comparisons of utility and 
the compatibility of economic planning and human freedom. 
By C. Addison Hickman and Manford H. Kuhn. The Dryden 
Press, New York, 1956, 266 pages. $4.75. 


Ideas, Inventions, and Patents—This source book of patent 
information is intended for readers technically trained with- 
out legal background or prior experience with the Patent 
Office or patent attorneys. It includes a glossary of common 
patent terms and representative forms of patent transac- 
tions. By Robert A. Buckles. John Wiley & Sons, Inc., New 
York, 1957, 270 pages. $5.95. 


Overhead Costing—A summation of the divergent opinions 
expressed in existing literature on the subject of overhead 
costing of manufactured products. By R. Lee Brummet. 
Bureau of Business Research, School of Business Administra- 
tion, University of Michigan, Ann Arbor, Michigan, 1957, 
157 pages. $5.00. 
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Industrial production 
Total 


Durables manittiacturing =i euseel oe > -utismiiee es olen ete 


Nondurables manufacturing 


Wholesale prices 
All commodities 
Farm commodities 
Industrial commodities 


Consumer prices 
All items (NICB) 
Food (NICB) 
All items (BLS) 
Food (BLS) 


Prices received and paid by farmers 
Prices received 
Prices paid! 
Parity ratio? 


Employment and unemployment (Census)* 
Total labor force 
Civilian labor force 
Civilian employment 
Nonfarm employment 
Unemployment 


Nonfarm employment (BLS) 


1947-49=100 S 
1947-49=100 S 
1947-49 =100 S 


1947-49 = 100 
1947-49 = 100 
1947-49 = 100 


1953=100 


1910-14=100 
1910-14=100 
1910-14=100 


Thousand persons 
Thousand persons 
Thousand persons 
Thousand persons 
Thousand persons 


1958 


February 


Total Thousand persons S 
Employees in manufacturing Thousand persons S 
Employees in nonmanufacturing.................] Thousand persons S$ 
Production workers in durables manufacturing Thousand persons S 
Production workers in nondurables manufacturing. .| Thousand persons S 


Average work week 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Average hourly earnings: 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Dollars 
Dollars 
Dollars 


Average weekly earnings 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Dollars 
Dollars 
Dollars 


Billion dollars S A 
Billion doilars S A 
Billion dollars S A 


Installment credit 
Extensions 
Repayments 
Instalment credit outstanding 


Million dollars S 
Million dollars S 
Million dollars 


New construction 
Total Million dollars S A 


Total private Million dollars S A 
Private nonfarm residential Million dollars S A 


Business sales and inventories 


Total inventories 

Total sales 

Manufacturing inventories 
Manufacturing sales 
Retail inventories 

Retail sales 


Retail trade: Durable goods stores 
Inventories 


Retail trade: Nondurable goods stores 
Inventories 


Nondurables mfg.: Sales and inventories 
Inventories 


Million dollars S 
Million dollars S 


Million dollars S ° 


Million dollars S 
Million dollars S 
Million dollars S 


Million dollars S 
Million dollars S 


Million dollars S$ 
Million dollars S 


Million dollars S$ 
Million dollars SS 


Million dollars S$ 
Million dollars S 
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16,114 


11,220 
5,055 


712,646 


722,286 
713,704 


7 


89,600b 
57,4000 
52,9185 
29,5346 
23,9105 
16,3556 


10,850b 
5,747 | 
1.89b 


13,0600 
10,608b 
1.236 


30,951b 
14,808) 
2.42 2.096 


21,957b 
14,726b 
1.63 1.49) 


BUSINESS RECORD 


SELECTED BUSINESS INDICATORS (Continued) 


| - on 
Chartbook 


Page* Series Unit ae88 1957 
March p February January March 
ied ai Le) exports and imports 
PO OR DOR eet cosets risen eh eae eho tegen Shh Src tc ct Million dollars n.a 1,345 
49 Imports. SIA ai 6's Gt Rie eS Reois dvtatel RAGIN Million dollars na 950 Yr 1095 Peoss 
Merchandise export surplus (incl. grant-aid shipments)| Million dollars n.a 395 r "416 618b 
51 dove budget receipis and expenditures eee hd Cea ia 2 
CIOASE EXDENGICITER Ys his 26 <, oeusysig cia ss wrasaig ve wince one illi 
For quarterly data see below Boas SNe 9/408 Sa 3,239 
Meaty supply ane turnover A ine: here 
rivately held money supply®.................... Billion dollars 224.5 7223.9 224.5 217.2 
53 Total demand deposits adjusted and currency...... Billion dollars S 134.0 7133.1 132.1 134.7 
Deposit turnover: New York City................ TS 54.8 56.8 54.3 47.5 
Deposit turnover: 337 other centers®.............. tes) 21.9 r 23.0 23.1 22.6 
Bank loans, investments and reserves 
Eoans-’. . Pe ae Petats efe ae erat ay Ais van gsire as cus ion satchel ouelsaae Million dollars 80,089 79,225 79,160 78,318 
55 Investments’ PTT tee teen eee eens Million dollars 63,785 61,905 60,962 58,551 
Borrowings! gon titan tips nis Basses wise nina n Rlager espn Million dollars 137 122 PRE 994 
Excess BOREL Y CAr a fugeioc tints aud altars alejs Valomieve is RSIa, Ste Million dollars 676 r 481 t. AUS 117 
Commercial, industrial and farm loans”........... Million dollars 30,670 30,416 31,349 31,078 
Diffusion index 
57 ee i peeiacon Brel ora oles ioc Mone et Ma ae ee 1947-49=100 S$ 128 130 133 145 
iffusion index........ WIS UCLAN Seg mC RIDING iis SHY r—4.00 —3.83 S638) 
Diffusion index» Cumulative... i... 00). Pees bee Tt.S 18.04 Teale Zaid 46.04 
Eight sensitive business indicators 
Residential building contracts........ ton ete Thous. sq. ft. fl. sp. S 91,940 78,872 94,779 93,548 
Nonresidential Duilding. contractsarc.cn whe aowinhak Thous. sq. ft. fl. sp. S 58,244 60,971 61,251 67,286 
Newmrorgera usa DIOS. oo. oc 3 ics Soscc as x Sel Million dollars S n.d. 10,549 710,704 14,1025 
. 59 aM ela Pear NOOK aay. F Saalseiel <a> feivmi sisjeistbnsyers Hours S$ 38.5 r 38.4 Te 38.7 40.1 
IRE aiiateigals DIICes «5... worse 5 s+ she leie estes isalyais, s 6 1947-49 = 100 85.5 85.7 84.8 88.7 
Stock prices, industrials Ah eee eee. Ties SRO 1941-43 =10 45.24 44.10 43.84 46.93 
New TACOLDOLAUOUN agi shemales saree estes ores eee Number S$ 10,401 10,925 11,354 10,739 
Business failMres:A.y. 2 ov oe as ee eo NS ORE OK Number S$ 1,344 1,244 1231 1,201 
1958 1957 
Chartbook ; i 
Page” Series Unit I Ill I 
Quarter p Quarter Quarter Quarter 
Gross national product bie ae; wal a ed 
7 EGtalim mete re teles bon o.0 cine ip vies ee vl vieleeiele sie alate Billion dollars S A 424.0 432.6 440.0 429.9 
Change in business inventories................... Billion dollars S$ A =7.5 2.1 3.0 0 
ea cenianie er erin cmos ese es oe ee oer Billion dollars S A 431.5 435.3 437.0 429.9 
Components of gross national product 
Personal consumption expenditures............... Billion dollars S A 281.0 282.4 283.6 DiGea 
Change from previous quarter.................. Billion dollars S A —1.4 O52 4.7 4.4 
9 Gross private domestic investment............... Billion dollars S A 5325 O1ka 66.5 63.6 
Change from previous quarter................-. Billion dollars S A Satligts) SZ 0.3 —4.9 
Government purchases of goods and services....... Billion dollars S A 88.0 87.0 86.7 85.6 
Change from, previous quarter 24 ben o tegeeis scuttle aioe Billion dollars S A 1.0 0.3 —0.2 2.8 
Disposition of personal income 
PE GEAUEDOCLSOLAL UWICOIIC: davai s & cries apsitieis ai6.Jo.0 19, ¢ 1eyaiieiie 6 Billion dollars S A 342.3 345.5 346.9 338.3 
29 Disposable personal Income. os cs.p cn Aer © ore wae Billion dollars S A 299.3 302.1 303.3 296.1 
Personal consumption expenditures............... Billion dollars S A 281.0 282.4 283.6 27687 
PGTAGUAL SAVISEE cf sc eile wtnys) obi avatels ote seis! oe eit esas. Billion dollars S A 18.3 19.85) |e SLO RTE SALE Sm 
Corporate profits 
PSE cI OPONEAMER cahertiguys stele fsa tts « eiatetislo seg, sate 6 Billion dollars S A n.d. n.d. 41.8 40.8¢ 
iinet eae Viena cis ashe Ad. i amete severe viciea avn, s tsi herts0i Billion dollars S A n.d. n.d. 21.3 20. 8¢ 
33 Th Slee Ua, Ths Ge pe erie cae ce COR CAC HEN ARRON IR Re en REE Billion dollars S A n.d. n.d. 20.4 19 .9¢ 
1D Tip Pa kao vs UR af hog oF 25 | 02 YR Rem eS RECO CROAT Billion dollars S A 12.2 they, 12.6 12.4 
Ree CARO CURE A LIM LIS aegis te ones arin a Caves calgotalisrabersieteretsieus Billion dollars S A Lae Cage) | a wat 758: ul oer al SCM 
Business expenditures for plant and equipment 
AU Stalepain, Sete eo bc oc «ee Ts c US eee Bie ele teler etl Billion dollars S A 34.054 36.23 Sails) 36.89 
35 Manufacturing industries.2%. fst «louie = wlereselotae Billion dollars S A 14.17a 15a 27 16.37 16.12 
Nonmanufacturing industries. ......-..++eeeeeees Billion dollars S A __19.88¢ | 20.96 | 21.38 _ 20s ia 
Federal budget receipts and expenditures 
MCECCLUICH « susitae Oe bo es exe, «er ort aie vim ave e.let ete nl efnt ola aya 3 Million dollars 20,586 13,914 15,410 21,734 
51 FOX DENGILUTED sect» =e. 5ie els ie terial wyordl sfetoe oteye SAR ata Million dollars 17,288 18,116 17,944 17,422 
Cumulative surplus or deficit4. ............2-.55. Million dollars —3,436 —6,735 —2,533 —1,419 


For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tue CONFERENCE Boarp; Department of Agriculture; Bureau of the Census; Securi- 
ties and Exchange Commission; Treasury Department; F. W. Dodge; Standard & 
Poor’s; Dun & Bradstreet. ; : ah 7 4 

1 Includes interest, taxes and wages. Prices received divided by prices paid. ® Be- 
ginning May 1956, data based on $30-area sample. 4 Excludes personal contributions 
to social security, included in components. * Includes wages and_ salaries and “other 
labor income.” ® Includes grant-aid shipments. 7? Military functions of the Defense 
Department. § Demand and time deposits adjusted to exc ude U. S. Government and 
interbank deposits; and currency outside banks. ® Excludes Boston, Philadelphia, 
Chicago, Detroit, San Francisco, Los Angeles and New York. 1° All member banks. 
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1 From Federal Reserve Banks, !2 Weekly reporting member banks. % Gross national 

roduct, less change in business inventories. “For fiscal year beginning July 1. 
F-scasopally adjusted. A-annual rate. a-anticipated. For the II Quarter of 1958, 
anticipated outlays are: Total, 32.55; Manufacturing, 13.23; and Nonmanufacturing, 
19.32. b-February, 1957 for monthly data; IV Quarterly 1956 for quarterly data. 
c-IIL Quarter 1956 for quarterly data. p—preliminary. r—revised. * End-of-month in- 
ventory, divided by sales during the month. + Debits (annual rate) divided by de- 
posits. tf Diffusion index stated as the average duration in months of expansion or 
contraction. n.a.-Not available. “ Chartbook of Current Business Trends, (Fourth 
Edition), Tum Conrsrence Boarp, 1957. Copies available to Board Associates on 
request 


Announcements 


Acquirer 
Description and assets in millions 


Aerophysics Development Corp. (n.a.) 
(Sub. of Curtiss-Wright Corp.) 


Air Reduction Co., Inc. ($195.3) 
Industrial and medical gases and 
welding and cutting equipment mfr. 


Allis-Chalmers Mfg. Co. ($473.6) 
Power, industrial, agricultural and 
earthmoving machinery and equip- 
ment mfr. 

American Enka Corp. ($83.0). 
Rayon and nylon fibre for textile uses 
and tire yarn producer 


American Forest Products Corp. ($40.7) 
Excelsior, wood wool, burlaps, wrap- 
ping paper, gummed tape, etc., mfr. 


American-Lincoln Corp. (n.a.) 


American Monorail Co. ($3.7) 
Overhead materials handling systems 
mfr. 

American Moulding Corp. (n.a.) 

(Sub. of Smith-Polium Co.) 


Armstrong Contracting & Supply Corp. 


(n.a.) 
(Sub. of Armstrong Cork Co.) 
Arnold Altex Aluminum Co. ($4.6) 
Aluminum windows, jalousies, cur- 
tain and panel walls and panel houses 
mfr. 
Barker Bros. Corp. ($29.2) 
Home-furnishings chain 


Basic Products Corp. ($24.8) 
Malt and feedstuffs producer 


Bausch & Lomb Optical Co. ($47.0) 
Optical and scientific instruments and 
ophthalmic products mfr. 

Beatrice Foods Co. ($82.8) 

Dairy and food products mfr. 

Big G Press (n.a.) 

Printing firm 
Booth, Inc, (n.a.) 


Borg-Warner Corp. 
(Pesco Products div. of) (n.a.) 


Brown-Allen Chemicals, Inc. ($.6) 
Plasticizers, drying oils and other 
chemical specialties mfr. 

Brunswick-Balke-Collender Co. ($110.6) 
Bowling, billiards and educational 
equipment and aircraft components 
mfr. 

Capitol Engraving Co. (n.a.) 


Cities Service Oil Co. (n.a.) 
(Sub. of Cities Service Co.) 


Clark Equipment Co. ($104.3) 
Materials handling equipment and 
automotive parts mfr. 


Colonial Stores, Inc. ($84.2) 
(Controlled by National Food Prod- 
ucts Corp.) 

Retail food stores chain operator 


of Mergers and Acquisitions—March 11, 1958—April 10, 1958' 


Acquired Unit 
Description and assets in millions 


H. A. Wagner Co. 
(Affiliate of G. M, Giannini Co.) 
(50% stock interest in) ($.1)? 
Missile development and research 


Arcrods Corp. (n.a.) 
(Purchased remaining 50% interest 
from General Electric Co.) 
Electric welding electrodes mfr. 
Micromatic Hone Corp. ; 
(Certain assets of Micro-Precision 
div. of) (n.a.) 


Rex Corp. (over $1.0)* 
(Controlling interest in) 
Plastic covered wire and cable and 
ultra-high frequency insulating mate- 
rials mfr. 


Mt, Whitney Lumber Co. (over $.5)* 
Lumber producer 


Wilshire Power Sweeper Co. (n.a.) 
(Sub. of Elgin Sweeper Co.) 
Industrial power sweepers mfr. 


Tipp Mfg. Co., Inc. (over $.1)* 
Overhead cable conveyors mfr. 


Universal Moulded Products Co. (over 
$1.0)* 


Radio and television cabinets mfr. 
ays eee Insulation, Inc. (over 


Insulation contractor 
Industrial Die-Cast & Mfg. Co. (n.a.) 


Ambrook Industries, Inc. ($11.2) 
Controls various manufacturing, in- 
dustrial and merchandising enter- 
prises 

Sela Electric Co. (over $1.0)* 

Electric and electronic products mfr. 

Applied Research Laboratories ($2.0) 
Scientific instruments for optical emis- 
sion and X-ray analysis mfr. 


Boswell Dairies, Inc. (n.a.) 


Cheltenham Press (n.a.) 
Printing firm 


Federated Publications, Inc. 

(‘The Grand Rapids (Mich.) Herald” 
of) (n.a.) 

Precision Engineering & Gear Co. (n.a.) 
Gears, gear boxes, small machine and 
experimental parts and prototype 
assemblies mfr. 

Standard Magnesium Corp. (over $.5)* 
Magnesium, magnesium anodes and 
melting flux producer 


Philbrick-Strickland Laminates, 


n.d. 
Glass and plastic radomes mfr. 


Inc. 


Kudrnac Photo-Engraving Co. (n.a.) 
Liquigas Co. 
oe plant and other assets of) 
n.d. 


Lift Truck Rental Corp. ($2.3)3 


Bond Industrial Truck Maintenance 


Co. (n.a.) 
(Affiliate of Lift Truck Rental Corp.) 
Bond Industrial Equipment Sales Co. 


n.d. 
(Affiliate of Lift Truck Rental Corp.) 
Industrial Tire Co., Inc. (n.a.) 
(Affiliate of Lift Truck Rental Corp.) 
Material Handling Surveys, Inc. (n.a. 
(Affiliate of Lift Truck Rental esse | 
Mike Rose Foods Mfg., Inc. 
(Food mfg. plant of) (n.a.) 


1See The Conference Board Business Record, November, 1957 for sources and 


methods used. 


. . . United States subsidiaries of foreign companies making 


acquisitions in the United States are henceforth included in this listing 
2 Purchase price, Standard Corporation News, March 20, 1958 
3 Purchase price, New York Herald Tribune, March 11, 1958 


Acquirer 
Description and assets in millions 


Comar Plastics, Inc. (n.a.) 
Industrial plastic and rubber com- 
ponents and swimming pool liners 
Compton Advertising, Inc. (n.a.) 
Advertising agency 


Container Corp. of America ($179.5) 
Fabricated paperboard products mfr. 

Continental Materials Corp. ($4.4) 
Ready-mix concrete, sand, brick and 
concrete blocks mfr. and uranium 
miner 

Controls Co. of America ($13.6) 
Controls, valves, switches, thermo- 
stats mfr. 

Cook Coffee Co. ($15.3) 

Retailer of coffee, tea, groceries and 
household items through home serv- 
ice routes 

Cunningham Drug Stores, Inc. ($24.3) 
Drug store chain operator 

Dana Corp. ($124.8) 

Automotive parts mfr. 

Dow Chemical Co. ($757.1) 

Organic and inorganic chemicals, 
plastics and magnesium mfr. 

Ducommun Metals & Supply Co. ($19.6) 
Industrial metals, tools and supplies 
distributor 

Dumont-Airplane & Marine Instru- 

ments, Inc. ($2.2) 
Precision radio instruments and ca- 
pacitors mfr. 

Epsco, Inc. ($1.9) 7 
Data processing and automatic con- 
trol equipment mfr. 

Fenestra, Inc. ($32.6) 

Steel products mfr. 

Fisher Governor Co. ($17.2) 

Automatic control equipment mfr. 

Flintkote Co. ($100.1) 

Building materials, floor coverings, 
cement, paperboard and automotive 
products mfr. 

Food Giant Markets, Inc. ($18.0) 

Gas ranges mfr. and supermarkets 
chain operator 

Frito Co. ($9.8) 

Snack food mfr. 

A. P. Green Fire Brick Co. ($29.8) 

Fire clay refractory products mfr, 

Gregory Industries, Inc. ($3.4) 

Studs, clips, rivets and stud welding 
equipment mfr. 

Golden Eagle Refining Co., Inc. (n.a.) 
{Sub. of Panama Refining & Fetro- 
chemical Co. (Panama, S. A.)} 

Hahn Furniture (n.a.) 
Home-furnishings chain 


Hoover Ball and Bearing Co. ($13.1) 
Ball bearings, die cast automotive 
hardware, bathroom fixtures and 
plumbing hardware mfr. 


Howard Industries, Inc. ($2.0) 
Fractional horsepower electric motors, 
gasoline power plants and generators, 
electric fans, dynamos and beaters 

“Implement and Tractor” (n.a.) 

International Paper Co. ($802.2) 
Paper mfr. 


International Railroads Weighing Corp. 


n.a. 
Weigher of coupled railroad freight 
cars 1n motion 


Jahn & Ollier Engraving Co. ($1.1) 
Photo-engravings mfr. and offset re- 
production, commercial art and pho- 
tography services 


SS ee A i 


Acquired Unii 
Description and assets tn millions 


Cascade Pools (n.a.) 
Swimming pools mfr. 


Carvel, Nelson & Powell Advertising 
Agency (n.a.) 
Advertising agency 
Garmold, Ine. (n.a.) 
Molded plastics mfr. 
Williams Furnace Co. (over $.3)* 
Gas heating equipment mfr. 


Breese Burners, Inc. 
(Certain assets of) (n.a.) 
Oil burners mfr. 

Mark’s Market, Inc. (n.a.) 
Supermarket operator 


Broward Drug Stores (n.a.) 
Drug store chain operator 

Chelsea Products, Inc. (over $.1)* 
Vehicle gear boxes mfr. 

Extruders, Inc. (over $.1)* 
Polyethylene film, extruded plastics 
and plastic hose, ete., mfr. 

A. J. Glesener Co. (n.a.) 

Industrial tools and supplies dis- 
tributor 

Glidden Co. 
foe pigment producing plant of) 
n.d. 


Edin Co,, Inc. (over $.1)* 
Medical research and diagnosis equip- 
ment mfr. 


Industrial Buildings, Inc. ($.5)! 


Continental Equipment Co. (over $.1)* 
Valves mfr. 

C. A. MecRobert & Son, Ltd. 
(Prefabricated chimney div. of) (n.a.) 


Clarks Markets (approx. $30.0)2 
Supermarkets chain operator 


Nicolay-Dancey, Inc. ($13.0)? 
Potato-chip mfr. 


Standard Fire Brick Co. (over $.3)* 


J. D. Polis Mfg. Co. (over $.3)* 
Self-drilling expansion anchors and 
other construction fasteners mfr. 

Sunset International Petroleum Corp. 
(Refinery, marketing, pipeline and 
terminal facilities of) (n.a.) 

Spear & Co. 

(Pittsburgh, Pa. operations of) (n.a.) 
Furniture retailing 

Ahlberg Bearing Co. 

(Sub. of Maremont Automotive Prod- 
ucts, Inc.) 

(Ball bearing business and certain 
other assets of) (n.a.) 

Loyd Scruggs Co. (over $.3)* 
eeactonal horsepower electric motors 
mfr. 


“Farm Implement News’? (n.a.) 


Lord Baltimore Press, Inc. (over $1.0)* 
Custom designer and printer of con- 
sumer packages and labels 

Die-Form Circuits, Inc. (n.a.) 
(Controlling interest in) 

Printed electronic circuits mfr. 


Equip-A-Matic Engineering Corp.(n.a. 
(Controlling interest in) 4 
Automation assembly machinery for 
the electronic industry mfr. 


Kencolour, Ine. (n.a.) 


1 Purchase price, Moody's Industrials, March 14, 1958 
? Annual sales volume, Standard Corporation News, March 18, 1958 
8 Annual sales volume, The Wall Street Journal, March 24, 1958 


* Estimated minimum capital from 
facturers, 1958” 
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“Thomas’ Register of American Manu- 
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Announcements of Mergers 


Acquirer 
Description and assets in millions 


Liller, 
(n 


Neal, Battle & Lindsey, Inc. 
a. 
(Formed by merger of) 


“ing Electronics, Inc. ($3.4) 


Mt & B Metal Products Co. (n.a.) 
Garment hanger mfr. 


Marchant Calculators, Inc. ($21.5) 
Calculating machines mfr. 
McGavren-Quinn Co. (n.a.) 
Broadcasting station representative 
“Mead Johnson & Co. 
(Pablum Products div. of) (n.a.) 


Metropolitan Stamping Co. (n.a.) 
(Sub. of International Harvester Co.) 

Milwhite Mud Sales Co. (n.a.) 
(Sub. of Mississippi River Fuel Corp.) 
Drilling materials producer 

Murray Co. of Texas, Inc. ($22.4) 
Cotton seed oil mills, cotton ginning 
machinery and mill supplies mfr. 

\luskegon Motor Specialties Co. ($6.1) 
(Controlled by Jefferson Corp.) 
Crank shafts, steering knuckles and 
other engine accessories mfr. 


National Fabricators, Inc. (n.a.) 


National Mine Service Co. (over $1.0)* 
(Affiliate of Joy Mfg. Co.) 

Mine machinery repairing and re- 
building 

National Steel Corp. ($670.8) 

Steel producer 

National Tea Co. ($139.9) 

Retail food store chain operator 

Qklahoma Oil Co. (n.a.) 

(Sub. of Standard Oil Co., New 
Jersey) 

Oxford Electric Corp. ($1.9) 
Television, radio and intercommuni- 
cation loud speakers, transformers 
and lamps mfr. 

Oxford Paper Co. ($67.5) 

Book papers, pulps, etc., mfr. 


Pacific Car and Foundry Co. ($35.8) 
Railway and logging cars, heavy duty 
trucks, bulldozers, etc., mfr. 


Peabody Coal Co. ($124.9) 
Bituminous coal producer 


Pheoll Mfg. Co. ($12.5) ; 
Screws, small bolts, nuts and allied 
products mfr. 

Philadelphia & Reading Corp. ($64.3) 
Anthracite, cinder building blocks, 
men’s and boys’ underwear and cow- 

- boy boots mfr. 

Philips Electronics, Inc. ($12.9) : 

Glass-to-metal seals and industrial 

- control apparatus mfr.; chemicals and 

dyestuffs processor 


Pickering Lumber Corp. ($11.9) 
Lumber and box shook mfr. 


Pilgrim Curtain Co. (n.a.) 


Polymer Corp. ($4.6) rf 
Pyle and teflon rod, strip and tub- 


ing mfr. 


Acquired Unit 
Description and assets in millions 


Ken Schmid Studio, Inc.(n.a.) 


Liller, Neal & Battle (n.a.) 
Advertising agency 


Lindsey & Co. (n.a.) 
Advertising agency 
United Electronics Co. (n.a.) 
Young Spring & Wire Corp. 
(Mfg. facilities of Star Service Hanger 
div. of ) (n.a.) 
Johnson Adding Machine Co. 
(Over 98% of stock of) (n.a.) 


Burke-Stuart Co., Inc. (n.a.) 


Bib Corp. 


(Product line and production facili- 
ties of) (n.a.) 
Specially prepared natural fruit juices 
for infants and children 
Willys Motors, Inc. 
(Pressed Metals div. of) (n.a.) 
National Mud Co. (approx. $.5)! 
Drilling materials producer 


ea ees Steel Shafting Co. (over 


Shafting and bar iron and steel mfr. 
Red Top Brewing Co. (over $1.0)2 


Hoffman Electronics Corp. 
(National Fabricated Products div. 
of) (n.a.) 

Greensburg Machine Co. (over $.1)* 
Storage battery locomotives for coal 
and metal mines mfr. 


Teal Lake Iron Mining Co. 
(Over 80% of stock of) (n.a.) 
Del Farm Food Stores (n.a.) 
Food store chain 
Gaseteria, Inc. (approx. $5.5)8 
Retail marketer of petroleum products 


Best Mfg. Co. (n.a.) 
Loudspeakers, transformers and other 
components mfr. 


Champion-International Co. (over $1.0)* 
(Sub. of National Geographic Society) 
Coated printing paper mfr. 

Dart Truck Co. (n.a.) 

(Sub. of Carlisle Corp.) 

Heavy duty off-the-highway trucks 
and trailers and chassis for traveling 
cranes mfr. 

River Queen Coal Co. (n.a.) 
(Remaining 50% interest in) 

Coal mine operator 

Tubing Seal Cap, Inc. (over $1.0)* 
Metal closures and stampings and 
one-piece doorknobs mfr, 

Shuron Optical Co., Inc. ($10.5) 
Optical machinery, lenses, eyeglasses 
and frames mfr. 


Pix Mfg. Co., Inc. (over $.1)* 
Metal parts and stampings mfr. 


Marwin Dyestuff Co., Inc. (over $.1)* 
Pigments mfr. 

West Side Lumber Co. " 
(Certain properties, plant, timber- 
lands and facilities of) ($3.4)4 

Berkshire Hathaway, Inc. 

(Curtain div. of) (n.a.) 

Halex Corp. (n.a.) : 
Fabricator of pressed and sintered 
parts from special nylon powders 


* Estimated minimum capital from ‘‘Thomas’ Register of American Manu- 


facturers, 1958”’ 


1 Purchase price, Standard Corporation News, March 18, 1958 
2 Estimated minimum capital from ‘Thomas’ Wholesale Grocery and 


Kindred Trades Register, 1954” 


3 Purchase price, New York Herald Tribune, April 3, 1958 
4 Purchase price, The Wall Street Journal, March 24, 1958 
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Acquirer 
Description and assets in millions 


Plough, Inc. ($16.6) 
Proprietary medicines, cosmetics, etc. 


Prentice-Hall, Inc. ($22.8) 
Book publisher 


Properties Management Corp. (n.a.) 

coe of Southeastern Public Service 
0. 

Ice plants manager 

H._H. Robertson Co. ($32.9) 
Industrial and commercial building 
materials and asphaltic compounds 
mfr. 

Rockwell Spring & Axle Co. ($152.3) 
Automotive metal products mfr. 

F. C. Russell Co. ($7.9) 

uminum and steel combination 

screen and storm windows, doors, 
prime windows and awnings mfr. 

Scovill Mfg. Co. ($102.1) 
Nonferrous metals and their alloys 
producer; diversified industrial and 
commercial products mfr. including 
household appliances, zippers, valves 
and pins 

Foster D. Snell, Inc. (over $.3)* 
Consulting chemist and chemical 
engineer 

South Penn Oil Co. ($58.4) 
Crude oil production, refining and 
marketing 

Staats-Herold Corp. (n.a.) 
Newspaper publisher 


Standish-Johnson Co. (n.a.) 
Advertising agency 


Stubnitz Greene Corp. ($9.2) 
Automotive industry seat spring as- 
semblies, motor control switches and 
vinyl plastisols mfr. 

Suburban Gas Service, Inc. ($6.5) 
Liquefied petroleum gas distributor 

Symington Wayne Corp. 

(Formed by merger of) ($31.1)? 


Tennessee Gas Transmission Co. 


Natural gas transmission pipe line 
operator 

Textron, Inc. ($192.0) 

Textiles and metal and electronic 
products mfr. 

Thiokol Chemical Corp. ($14.9) 
Special purpose synthetic rubbers, 
plasticizers and chemicals mfr. 

Tidewater Oil Co. ($797.4) 

Oil producer and refiner 


Tri-Rotor, Inc. (n.a.) 
(Newly formed) 


Van Dorn Iron Works Co. ($3.7) 
Jail cells and other prison equipment, 
plastic injection presses, mold bases, 
etc., mfr. 


Van Waters & Rogers (B.C.), Ltd. na 
(Sub. of Van Waters & Rogers, Inc. 


Vertol Aircraft Corp. ($26.7) 
Helicopters and component parts mfr. 


Victor Equipment Co. ($5.6) 
Welding-equipment mfr. 


bbe irra Precision Instrument Co. 


Gyroscopes, timing devices and other 
precision instruments mfr. 


and Acquisitions (Continued) 


Acquired Unit 
Description and assets in millions 


Kimpson, Ine. (n.a.) 
Drug firm 
Charles E. Merrill Books (n.a.) 
(Sub. of Wesleyan University Press) 
Elementary texts publisher 
Harbor Ice Co. 
(Ice operating properties of) ($.2)} 


Freeman Chemical Corp. (over $.3)* 
Resins, adhesives and varnishes mfr. 


Westinghouse Corp. 
(Hydraulic drives dept. of) (n.a.) 
Vun Russ Co., Inc. (n.a.) 
Aluminum jalousies, awning-type win- 
dows and allied products mfr, 


Airtronics, Inc. (n.a.) 
ee ake component and assembly 
te 


Davis & Bennett, Inc. (n.a.) 
Consulting chemist and chemical en- 
gineer 

Peerless Gasoline Co. (n.a.) 

Petroleum products distributor 


Gazette Publishing Co. 

(The “Philadelphia Gazette-Demo- 
crat,” a German language weekly 
newspaper of ) (n.a.) 

Old Colony Advertising Co. (n.a.) 

ee of General Outdoor Advertising 
0. 

Flannery Mfg. Co. (over $1.0)* 
Automotive and railroad products, 
gun barrels, farm equipment, cushion 
springs, etc., mfr. 

Gas Heat, Inc. (n.a.) 

Gas marketing plants operator 

Symington-Gould Corp. ($13.9) 

Steel castings and railway equipment 
specialties mfr. 

Wayne Pump Co. ($20.0) 

Pumps, compressors and other gaso- 
line filling station equipment mfr, 

Grand Central Rocket Co. 

(93.4% of common stock of) ($5.9)8 
Missile and rocket propellants and 
solid fuels and rocket motors mfr. 

Elgin National Watch Co. ; 
(American Microphone div. of) (n.a.) 


Hunter-Bristol Corp. (over $1.0)* 
Ground supports for the rocket and 
aircraft industry mfr. 

Gould Oil Co., Inc. (n.a.) . 4 
Oil and gas service station chain 
operator 

Yale & Towne Mfg. Co. 

(All agsets of Tri-Rotor pump mfg. 
business of Yale Lock and Hardware: 
div. of) (n.a.) 

Central States Can Corp. (n.a.) 

Non-liquids can mfr, 


Commercial Chemicals, Ltd. (n.a.) 
(Sub. of Dominion Tar & Chemical 
Co., Ltd.) 

Allied Research Associates, Ine. (n.a.) 
Research and engineering 

ARA Productions, Ine. (n.a.) 

(Affiliate of Allied Research Asso- 
ciates, Inc.) 
Research and engineering 
J. C. Menzies & Co. (n.a.) 
(Remaining 51% interest in) 
Hard face alloy products distributor 

Thermal Dynamic Products, Inc. (n.a.) 

olar and arc-image furnaces mfr. 


1 Purchase price, Standard Corporation News, March 20, 1958 
2 Pro-forma combined balance sheet, Moody’s Industrials, February 14, 1958 
3 Purchase price, The New York Times, April 10, 1958 
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Mergers and Acquisitions (Continued) 


_ Acquirer 
Description and assets in millions 


Waukesha Motor Co. ($25.8) ‘ 
Heavy duty gas, gasoline and diesel 
internal engines mfr. 

West Virginia Pulp & Paper Co. ($186.2) 
Book and kraft papers mfr. 

Western Printing & Lithographing Co. 

(over $.5)* : 
Creation and printing of children’s 
books and games, comic and pocket- 
size books and commercial printing 

Western Tool & Stamping Co. ($8.7) 
Lawn mowers, garden equipment and 
metal stampings mfr. 

8. S. White Dental Mfg. Co. ($20.9) 
Dentalinstruments, appliances, equip- 
ment and supplies mfr. 

White Motor Co. ($125.6) | 
Industrial and commercial motor 
trucks mfr. 

Yuba Consolidated Industries, Inc. 

$14.7 


Gold and tin producer, heavy ma- 
chinery and heat exchangers mfr. and 
structural steel fabricator 


Acquired Unit 
Description and assets in millions 


Westinghouse Air Brake Co. 
(Commercial engine business of Le 
Roi div. of) (n.a.) 

Fulton Bag & Products Co. (n.a.) 
Paper and textile products mfr. 

Watkins-Strathmore Co. ($.3)1 
Children’s entertainment item mfr. 


Ceeopes Motors Co. ($1.5) 
Outboard motors mfr. 


X-ray Mfg. Corp. of America (n.a.) 
X-ray equipment mfr. 


Diamond T Motor Car Co. 
(Certain assets of) ($10.1)? 


Dalmotor Co. (n.a.) 
(Sub. of Dalmo Victor, a div. of 
Textron, Inc.) 
Servo-motor mfr, 


Magna Power Tool Corp. ($8.0) 
Woodworking equipment mfr. 


* Estimated minimum capital from ‘‘Thomas’ Register of American Manu- 
facturers, 1958”’ < 

1 Purchase price, The Wall Street Journal, April 4, 1958 

2 Purchase price, The Wall Street Journal, March 31, 1958 

31957 sales volume, The Wall Street Journal, March 26, 1958 


Competitive Pricing 
(Continued from page 185) 


If the Federal Trade Commission’s view had pre- 
vailed there would have been only three legitimate ways 
for a seller to move from a higher to a lower price for a 
given item. At the risk of oversimplification these may 
be summarized as follows: 


1. A seller could charge different prices if they could be 
justified by differences in his own costs of manufacture, 
sale or delivery; or 

2. A seller could shift the price applying to all sales of an 
item; or 

8. A seller could give an individual price concession 
where the price cut was necessary to meet the competitive 
price offered by another supplier, provided concessions were 
made irregularly, on an unplanned and occasional basis, and 
in response to specific pressure preceding each sale.! 


A seller would not have been free to adopt any middle 
procedures nor to meet shifts in demand among seg- 
ments of his customers on a more or less regular basis. 


The Supreme Court’s View 


In refusing to support the Commission’s view, the 
Supreme Court has moved away from the rigid seman- 
tics of “‘systemsmanship” toward a more flexible view of 
the circumstances under which price concessions can be 
granted. In the process it has given the individual seller 


1 There would also have been a fourth, though precarious, alterna- 
tive: a seller could charge different prices for an item if no injury to 
competition could result; ¢.g., if neither competitors of the seller, of 
the favored buyers, or of the customers of the favored buyers, could 
be adversely affected 


new freedom to meet competitive prices without being 
bound to his own price decisions concerning other sales. 
This position was clearly stated by the Court of Appeals 
and endorsed by the Supreme Court: 


“We think that a seller must be permitted in the exercise 
of a sound judgment to determine when and under what cir- 
cumstances it will reduce its price in order to meet that of a 
competitor, and a right to require that a purchaser be 
possessed of the facilities for storing, handling and distribut- 
ing the product . . . [Standard] had the same right to 
reduce its price in order to retain a customer as it did to 
refuse to reduce with the risk of losing a customer. The 
“good faith’ defense would be meaningless if the seller was 
required, as the Commission appears to indicate, to reduce 
its price alike to all customers, regardless of the quantity in 
which they buy, their facilities for handling the product, 
and their ability to pay.’ 

Berry Bock 


Division of Economic Studies 


1 Standard Oil Co. v. FTC 233 F 2d 649, (1956) 


Productivity 


{Continued from page 188) 


A shift to manufacturing jobs in the Twenties ap- 
parently had a beneficial effect, relatively and ab- 
solutely, since both the rate of growth in output per 
man-hour and the absolute level of man-hour yield in 
manufacturing were higher than in the rest of the 
economy. On the other hand, the shift away from 
manufacturing jobs in recent years has apparently had 
a somewhat dampening effect on over-all growth, since 
absolute yields are still greater in manufacturing, even 
though the rates of growth in output per man-hour in 
farming and nonmanufacturing were almost as good as, 
or better than, those in manufacturing. 


Effect of Interplay 


Rapid gains in output per man-hour in a given sector 
of the economy can be accompanied by a decline in 
man-hour inputs in that sector if demand is not rising 
as fast as output. Such has been the case in farming in 
the postwar years. If the over-all growth rate for the 
economy is not to suffer, workers leaving an industry 
where output per man-hour is rising rapidly must find 
new jobs that are at least as productive as those which 
they left; if they do not, aggregate output per man-hour 
will suffer. The trend of aggregate national output per 
man-hour is thus the resultant of a continuing interplay 
of shifting employment trends among various sectors, 
on the one hand, and changing levels of output per man- 
hour in these sectors. 

Rosert H. Persons 
Division of Business Analysis 


BUSINESS RECORD 


| hat are the fundamental causes of poor inventory 
management? What are the consequences of such 
Failure? What guides the inventory decisions of the 
undred and more companies recently queried by The 
onference Board? What are the techniques used by 
these companies to control their inventories? 


This most recent Business Policy Study examines the 
—Problems of Inventories . . . looks into—Some Causes 
of Inventory Imbalance . . . discusses —How Inventory 
Objectives Are Set . . . describes methods of —Organ- 
ization for Inventory Management . . . lists means of — 
Establishing Standards of Performance... . 


It not only tells the story, it documents it. A manufacturer 
of building equipment presents a case study of Trends 
in Inventory Administration. Four companies show the 
way they make detailed reports and seven show how 
they prepare summary reports. Six present inventory 
chart specimens. Seven manufacturers open wide their 
doors with well-documented case studies of their pol- 
icies and practices of inventory management. 


the 


anagement 
Record 


for April, 1958 


ding Effective Leaders—This three-part Round 
le on the over-all subject of “Meeting the Demand 
Better Management” examines the question of what 
a5 manager is from management’s point of view, his 

ities, what he should accomplish, and so on. Then 
- characteristics of a good manager from the employees’ 
nt of view are looked at, based on extensive research 
the University of Michigan’s Survey Research Center. 
Whe third article in this Round Table takes a broad 
\k at management development, with the idea that 
se we have a pretty definite picture of who the good 
unager is, we had better consider ways and means to 
lp people develop these desirable qualities. 


What could be more timely than — 
STUDIES IN BUSINESS POLICY, No. 88 


INVENTORY |$ | INVENTORY 
MANAGEMENT | % | MANAGEMENT 


oving Opportunities for Management Growth—This 
-ond Round Table—on the same over-all subject as 
= first—starts by looking at the influence of company 
licy on management development, and specifically 
nsiders how such policy has affected management 
velopment at the Eastman Kodak Company. Com- 
nication is the subject of the second article—in terms 
how it relates to management development. Republic 
2e!’s communication program is outlined and analyzed 
this context. 

Finally, organization planning is also considered in 
is light. Can a company be organized in such a way 
at it will tend to develop capable managers? If so, 
at specific organization plan will accomplish this? 
| eae from Kaiser Aluminum looks at the effect 
organization planning on management development. 


IN : IN 
INDUSTRY | 


Mailed in May to Conference Board Associates; 
extra copies obtainable at $3.25 a copy. 


THERE’S THIS WORLD, 100! 


It isn't likely the cow will jump over the moon or that the pet 
capita figures on dairy and meat consumption? on earth-ly Russic 
will suddenly sputnik over us. 


Economically, how are the Russians doing down here? What 
ever their progress, it won't catch you unawares if you have 
the habit of turning to The Conference Board for facts. It 
1954, the Board gave you: 


INDUSTRIAL RUSSIA: THE NEW COMPETITOR 


Last year it gave you an annotated translation of: 


STATISTICAL HANDBOOK OF THE U.S.S.R. 


Last month The Business Record published a 1957 supplement 


to the "'Handbook.’’ And now the Board's 42nd anniversar 
chartbook is on: 


USA AND USSR: ECONOMIC COMPARISON: 


Copies are being mailed to all Associates. Extra copies at nominal price: 
Make sure you have a copy of your own. 


